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Abstract
Competitive strategies of Pakistani management consultancy firms were 
studied in order to examine their correlation with performance. Under the 
multi-dimensional concept of business strategy, a number of strategic 
management research studies have advanced the development of strategic 
groups. However, despite industrial needs, research on the business 
strategies of management consultancy firms in the context of a developing 
country has not been undertaken before.
As an exploratory attempt, this study examined the extent to which Pakistan 
management consultancy firms (MCFs) are clustered around generic 
strategies and identified the recurring but distinct patterns of strategies used 
in competition.
Due to the nature of this study, the methodology employed in testing the 
hypothesis has been positivistic. Overall, the methodology utilised has been 
generally of a mixed nature. This included review of literature to determine the 
feasibility and relevance of the work; an examination of texts and other 
materials related to the development of consultancy in Pakistan; the collection 
of primary data through postal questionnaire survey and protocol analysis. 
Primary data then analysed to form clusters according to the similarities of 
dimensions of strategy. Further statistical analyses were carried out to test 
clusters differences and the correlation between strategies and performance.
The empirical results show that there are two strategic clusters and one non- 
strategic cluster. The empirical findings are generally consistent with the 
contention that commitment to strategies will result in higher performance 
than if the firm fails to adopt a strategy. The evidences of strategic cluster 
differences and performance differences between clusters of firms lend 
credibility to the notion of a positive strategy - performance correlation.
The research shows the MCFs strategies in Pakistan are not exactly identical 
with Porter’s (1980) generic strategies, however, some similarities are found. 
Adopting generic strategies would not necessarily give a firm a competitive 
advantage. There are a number of possible success factors discussed in the 
literature. However, for management consulting firms’ success resides in their 
ability to create sustainable value for their clients. To achieve this, MCFs 
need to concentrate on targeting and tailoring products to serve specific client 
needs. A strategic advantage profile (SAP) is presented as a model to show a 
picture of the critical areas of strategic choice.
Finally, the study could provide a starting point in understanding the strategic 
overview of professional service business in the context of a developing 
country.
An important outcome from this study is the identification of possible further 
research that may be conducted. For example, the effect of individual firms' 
competencies upon competitiveness and performance could be a potential 
area for researchers.
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Chapter One 
INTRODUCTION
1.1 General Background
Almost every country in the developing world is coming to terms with sharply 
changing market conditions, brought about by the dynamics of competition. 
Forged in a bureaucratic atmosphere of consensus and protectionism, the 
firms are now forced to face the fact that opening up to the global economy 
brings risks and changes as well as business opportunities and advantages. 
Competition is dynamic and enduring condition. The dynamic of competitive 
strategies plays a vital role in adjusting the firm’s structure to changes in 
demand, technology and the availability of resources.
Essentially, a firm has to address the key elements of strategy that are related 
to the organisation’s ability to compete in the market (Lynch, 1997). These 
key elements are sustainability, dictinctivity, competitive advantage, linkage 
and vision. There may be several dimensions to each key element. For 
example, to be distinctive or different from competitors requires innovation. 
Some of these elements may evolve through prescriptive and emergent 
approaches. Porter (1980) suggests the choice of competitive strategy 
depend on the attractiveness of the industries and the relative competitive 
position of the firm in an industry. Porter’s generic strategies were the 
forefront of strategic debates in the 1980s.
With some caution they still offer a useful contribution to strategic options’ 
consideration.
The fundamental question in defining strategy is: what is a firm’s competitive 
advantage? The reason could lie in specialist technical know-how, a unique 
product, a wide range of multidisciplinary expertise, image or reputation, 
reliability of service delivery, or lower charge out rate (Kubr, 1988). In 
attempting to adopt a sustainable competitive advantage, firms have a choice. 
They can either seek to emulate rivals by implementing similar strategic 
recipes more successfully, or invent altogether a different approach of 
competing in the market (Ellis, 1997).
In a highly competitive market, it has become imperative for most firms to 
proactively seek opportunities rather than relying on chance. It is necessary 
for firms to take a more informed proactive view for strategy. Competitiveness 
has become increasingly important to the fields of organisation and strategy.
Central to the idea of new strategies in a competitive era advanced in this 
thesis is the view that a Management consulting firms (MCFs) ability to 
identify, adopt and implement strategies provides the basis for competitive 
advantage. Successful deployment of strategies relative to competitors who 
have no clear strategies accounts for much of the variance of inter-firm 
performance within an industry.
The concept of generic strategies is based on the idea that there are a 
number of ways, depending on industry structure, by which competitive 
advantage can be achieved (Porter, 1985).
On whatever basis the firm competes in its industry it aims to be superior to 
its competitors. Sustaining competitive advantage (SCA) involves every 
aspect of the way that the firm competes in the market place. Whether a firm 
competes on differentiation, cost or price or focus it must ensure that the 
advantage is sustained over time (Lynch, 1997). If a firm fails to sustain its 
competitive advantage it will perform below average in terms of profitability 
and return on investment (ROI) and in extreme circumstances may even go 
out of business.
In the last six years, a number of big global consulting firms, for example, 
KPMG, Anderson consulting etc. have established themselves in countries 
like Pakistan, India, China, Africa, and other Middle and Far Eastern 
countries. Yet very little is known about the indigenous management 
consultancies in these countries.
This research attempts to develop an understanding of competitive strategies 
and applies these to explaining the differential performance of Pakistan 
management consultancies. This chapter one is divided into four sections. 
Section one attempts to describe the background of the study. Section two 
describes the aims and objectives of this research.
Preliminary concepts and definitions of competitive strategies and 
performance are discussed in section three. Section four searches for an 
explanation of the generic approaches to strategy.
The main question of this thesis is to establish whether there is any 
correlation between performance and strategy adopted by the management 
consultancy firms. In theory, this should be a straightforward and 
uncomplicated task.
Despite an extensive literature review very little scholarly work could be found 
relating to strategic management in the context of service industries in 
developing countries. Reference was especially lacking in the area of 
strategic grouping and its relation to performance. The concept of clusters 
has attracted much interest on industrial policy in various advanced nations. 
Many different types of clusters have been developed in theory and practice 
(Jacobs and Man, 1996).
Clearly, the existing texts, literature and other materials guided this research 
and provided a generic view on strategies and competitive advantage relating 
to service industries in general and the MCFs of a developing country in 
particular.
1.2 Aims and objectives of the study
Pakistan management consultancies are operating in an increasingly 
unstable and complex business environment similar to many other developing 
countries. In many developing countries, the changes in demand and supply 
patterns, frequency, nature of economic cycles and technological 
advancements are occurring in an unpredictable manner and with an ever- 
increasing speed.
The basic dilemma for a management consultancy firm (MCF) is like any 
other businesses; it has to compete for clients not only with similarly sized 
firms in its area, but also with larger firms including some big names. In this 
new era, some may gain significant benefits, if they adopt a sustainable 
competitive strategy, whilst others may just become marginalised. It is only 
recently some organisations in developing countries have come to accept that 
they needed to respond to the market forces.
From a research point of view, management consultancy remains a relatively 
neglected area. Within the professional service arena much of the work has 
been concentrated on the accounting and legal professions. There is an 
obvious lack of empirical work on why some consultancy firms succeed or fail 
in a relatively infant and highly competitive industry in a developing country 
context.
The main aim of this research is to investigate and examine the extent to 
which management consultancy firms (MCFS) in Pakistan are clustered 
around generic strategies and measure the relationship between different 
clusters of strategies and performance. Further, strategies and transfer of 
technology from advanced nations to Pakistan through consultancy 
processes are examined in order to assess their impacts on the organisation 
and competitiveness of management consultancy firms (MCFs) in Pakistan. 
The overall aim, however, is to produce theories that will enable MCFs to 
formulate possible strategies within their organisations to its full potential. 
Additionally, the survey data provide the following information:
(a) the demographic profile of the MCFs;
(b) the overall competitive strategy of the MCFs;
(c) The performance of MCFs against their clusters of strategies.
It is expected that the research would make the following contributions.
This research may serve a useful guide to the potential clients of the Pakistan 
management consultancy services in understanding the MCFs strategic 
behaviours. It should be of further help to the MCFs in identifying strategic 
choices open to them in order to take advantage of their competitors.
The growing business complexity and advancement in technology mean that 
strategies are becoming vital in order to counter competition. However, not all 
firms in developing countries are at the top of technological development 
(Lynch, 1997).
Business development and performance will depend on a firm's ability to 
identify, cultivate, and implement its competitive strategies. Management 
consultancy firms (MCFs) like any other businesses operate in the context of 
a complex commercial, economic, political, technological, cultural and social 
world.
The search for competitiveness has become an important issue because 
firms have to compete for survival and growth in the increasingly fast-moving 
environment in which they operate. How a firm views competitive strategy is 
depend largely on its circumstances. There is no single approach to strategy 
and the way a firm competes in the market.
The Pakistan management consultancy industry is going through a period of 
change, in which the past patterns of competitive strategies may no longer 
provide the basis for sustainable competitive advantage in the new era.
Using generic strategies the study discusses some of issues that affect the 
success of competitive strategies, and examines the feasibility of other 
possible strategies, which could be sustainable in the industrial context of 
Pakistan.
1.3 Preliminary Concepts and Definition of Competitive Strategy and 
Performance
The concept of competitive strategy is elusive, but it has not stopped 
researchers from trying to come up with an operational definition. One of the 
most useful attempts to define the subject area comes from Porter (1984).
Porter Writes:
"Essentially, developing a competitive strategy is developing a broad 
formula for how a business is going to compete" (Porter, 1984).
He further adds:
"A competitive strategy is a combination of the ends (goals) for which 
the firm is striving and the means (strategies) by which it is seeking to 
get there" (Porter, 1984, p. xvi).
Competitive strategy may be embodied in the overall corporate strategy of an 
organisation. Corporate strategy deals with the major, fundamental issues, 
such as competition, that affect the future of organisations. Ohmae (1982) 
suggests that a corporate strategy is only needed when an organisation faces 
competitions. Some may find this a rather narrow view of strategy. In a 
broader sense, corporate strategy can be described as an organisation's
sense of purpose. The purpose becomes a broader concept that may include 
for example, delivering profits to the firm and innovative solutions to a wider 
range of clients. The important question is how to develop a strategy and then 
to implement it.
Lynch (1997) suggests that essentially there are two different approaches to 
strategy development:
1. The prescriptive approach - this is a linear and rational process. It is 
prescribed in advance in the light of where-we-are-now and then develops 
new strategy for the future (Jauch and Glueck, 1988: Argenti, 1965).
2. The emergent approach - this is evolving, incremental and continuous, 
and therefore difficult to plan. It emerges during the course of its life and 
then develops by an experimental process that involves trial and error 
(Lynch, 1997). Mintzberg (1987) suggests that the environment is 
uncertain and it may be impossible to plan a longer-term strategy.
According to Quinn (1980) “Strategic decisions are those that determine 
the overall direction of an enterprise and its ultimate viability in the light 
of the predictable, the unpredictable and the unknowable changes that 
my occur in its most important environment” (Quinn, 1980, p.36).
Jauch and Glueck (1989) suggest that there are four generic ways in which 
alternative strategies can be considered. These alternatives are stability.
expansion, retrenchment and combinations. Different combinations of 
strategies are appropriate for differing circumstances and require appropriate 
plan for implementation. A firm that is a multiple-industry-based is likely to 
adopt a combination strategy. These generic strategy alternatives can be 
designed to improve performance. However, these alternative options are 
more likely to be successful if pursued with regard to the pace or the business 
definition of products, functions or market segments (Jauch and Glueck, 
1989).
The choice of products or services definition should clarify the nature, breadth 
and depth in terms of client utility. Markets basically involve territories, 
channels and customer types. The choice of functions revolves around how 
the firm wishes to add value. It may create new ideas, innovate new 
technology for example linkage of client to the consultant’s database, or 
specialisation.
Game theorists define competition as a game, where success depends on 
both the actions and reactions of competitors, customers, partners and other 
stakeholders. These games may become more difficult to play or to win as 
competition intensifies (Rumelt (1980). Lynch (1997) believes the existing 
firms in the market can work with a mutual understanding of how competitors 
may be engaged - the rules of the game. To develop this, it is necessary to 
understand the competitor’s strategy. A stability strategy may lead to 
defensive moves, for example reducing competition.
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For an effective stability strategy, a firm will need to concentrate its resources 
to develop a meaningful competitive advantage.
Strategy may be speculative and involve major assumptions as firm attempts 
to forecast the future of the organisation. Some of these may never be 
achieved.
A number of strategic management research studies have advanced the 
development of strategic types or groups using the combination of various 
attributes. Most notable among these attributes is profit impact of market 
strategies (PIMS) objective data on which strategic taxonomies are derived 
across industries (Hammrick, 1983; Galbraith and Schendel, 1983; Prescott, 
1983).
Firms' strategies for competing in an industry can differ widely from firm to 
firm and their industry’s competitive forces. Porter’s (1980) five competitive 
forces are threat of entry; power of buyers; power of suppliers; substitutions 
and rivalry among existing firms. Porter (1980) also identifies several 
dimensions of strategy on which they can differ. Some of these dimensions 
are: specialisation; brand identification; product quality; technological 
leadership; cost position and price policy (Porter, 1980). All significant 
competitors can be grouped according to these dimensions of variables. A 
strategic group is defined as:
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"The group of firms in an industry following the same or similar strategy 
along the strategic dimensions" (Porter, 1980, p. 129).
All of these mean that there should be a deliberate calculation in its 
positioning over its competitors. This involves positioning a firm to maximise 
the value of the capabilities that distinguish it from its rivals. Competitive 
advantage, whatever its source, ultimately can be attributed to the ownership 
of a valuable resource that enables the firm to perform better or more 
effectively than competitors.
Porter's (1980) views on industry structure and strategic groups have been 
widely used as a starting point in establishing how firms can achieve higher 
performance through competitive advantage.
Competitive advantage in developing countries tends to remain almost 
exclusively in industries where natural resources, cheap labour and location 
factors are available (Porter, 1990). In this respect, it is not known what 
factors influence the strategies, which lead to the formation of strategic 
groups of MCFs in Pakistan.
1.4 The search for an explanation
In recent years, management theorists and strategic management theorists in 
particular have been concerned with business strategy and have made some 
very significant advances in this field. This thesis will examine the various 
theories on offer and analyse whether they provide a satisfactory framework
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from which to understand the relationship between strategy and performance, 
especially with regard to management consultancy firms in Pakistan. Four 
generic approaches to strategy will be presented here briefly. The extent to 
which these approaches will be appropriate will be dependent on the strategy 
the firm adopts. The four generic approaches to strategies are: (1) the 
classical approach (2) the evolutionary approach (3) the processual approach 
and, (4) the systemic approach (Whittington, 1993). Each approach has very 
a different conception of what strategy is about and how it is actually to be 
formulated.
The notions of strategy formulation are informed by the economics of 
eighteenth-century Scotland, while its assumptions about strategic 
implementation are rooted in the military strategy of Ancient Greece 
(Whitington, 1993). In other words, for Classicists, profitability is the supreme 
goal of business, and rationale planning is the means to achieve it. This 
approach draws wide disciplinary and metaphorical support and is still novel.
Chandler (1962), Sloan (1963) and Ansoff (1965) established the key features 
of the Classical approach: the attachment to rational analysis, the separation 
of conception from execution, and the commitment to profit maximisation 
(Whittington, 1993). Sloan (1963) defined the fundamental strategic problem 
as positioning the firm in those markets in which maximum profit could be 
earned. He laid down the classical profit-orientated goal of strategy:
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"The strategic aim of a business is to earn a return on capital, and if in 
any particular case the return in the long run is not satisfactory, the 
deficiency should be corrected or the activity abandoned" (Sloan, 1963, 
p. 49).
Chandler (1962) shares Sloan's view in the superiority of the top-down, 
planned and rational approach to strategy making. Chandler's own definition 
of strategy has all the characteristics of Classical strategic thought: the 
emphasis on the long run, the explicit and deliberate conception of goals, and 
the logical cascading of actions and resources from original objectives. 
Chandler's definition of strategy is:
"the determination of the basic, long-term goals and objectives of an 
enterprise, and the adoption of courses of action and the allocation of 
resources necessary for those goals" (Chandler, 1963, p. 13).
Ansoff (1965) links his notion of strategy directly to both military practice and 
academic economics. The more pragmatic and self-conscious classical 
thinkers hesitate over some of the economists' abstractions and the militarists' 
metaphors. Mintzberg (1990) identifies the 'basic premises' of Classical 
thought. The first premise, that strategy formation should be a controlled 
conscious process of thought, derives directly from the notion of rational 
economic man. The premise that responsibility for control and consciousness 
must rest with the chief executive officer (CEO).
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Evolutionary Approach
In this approach, Evolutionary theorists argue that whatever strategies 
managers adopt, it will only be the best performers that survive. The most 
appropriate strategies within a given market emerge as competitive 
processes allow the relatively better performers to survive and flourish, 
whereas, the weaker performers are inevitably squeezed out of the 
"ecological system" (Alchian, 1950). Many large contemporary firms dominate 
the markets that are supposed to discipline them, as sufficient oligopolistic 
power can provide an effective buffer against competitive pressures. For 
these firms, strategy is about selecting markets, rather than being selected by 
the market.
Evolutionary theory has some intriguing implications for managerial strategy. 
Henderson (1989) draws directly from the biological 'principle of competitive 
exclusion' established by the Russian biologist Gause in 1934.
Gause (1934) biological experiment findings discovered that two organisms of 
the same genus but of different species in a jar with a limited supply of food, 
would survive. However, if the two organisms were from the same species, 
with exactly the same amount of food, they would die.
Coexistence is impossible if organisms make their living in an identical way. 
Henderson's (1989) conclusion is that business survival in a competitive 
environment depends on strategies of differentiation. However, many
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Evolutionary theorists doubt the capacity of firms to achieve differentiation 
and adaptation in a deliberate and sustainable way (Whittington, 1993). The 
difficulty with the theoretical claims made by evolutionary theorists is that they 
do not furnish an entirely satisfactory explanation for the prevalence of 
strategy - performance relationship. They are less confident about top 
management's ability to plan and act rationally. They expect markets to 
secure profit maximisation, stressing the competitive process of natural 
selection and do not necessarily prescribe rational planning methods.
Processual Approach
The processual approach to strategy is similar to the evolutionary approach in 
its scepticism about rational strategy making, but somehow are fewer 
confidants about markets ensuring profit-maximising outcomes. For 
processualists, both firms and markets are fuzzy concepts, from which 
strategies emerge with much confusion and in small steps.
The foundations for the processual approach were laid by the innovative work 
of the American Carnegie School. The Carnegie School emphasised the 
limits of human cognition. It believed, rational economic man is a fiction: in 
practice, people are only 'boundedly rational' (Cyert and March, 1963). By this 
they mean that it is not possible to consider more than a handful of factors at 
a time. There is a reluctance to embark on an unlimited search for relevant 
information.
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Interpretation of data is always biased, and finally there is always a 
proneness to accept the first satisfactory option that presents itself, rather 
than insisting on the best (March and Simon, 1958; Cyert and March, 1963).
Cyert and March (1956) argued that firms can sometimes get away with these 
slow adjustments because markets are in fact typically quite tolerant of under 
performance. Firms often enjoy sufficient market power and earn reasonable 
profits without having to maximise effort. Rejecting the specious unit of 
rational economic man on the one hand and the perfection of competitive 
markets on the other, these Processualists were led to take the internal 
complexity of firms seriously. Mintzberg (1978) extended the fundamentals of 
Processual thought: the cognitive limits on rational action; and Pettigrew 
(1973) developed the micro-politics of organisations.
Systemic Approaches
A central tenet of systemic theory is that decision-makers are not simply 
detached. They have a definite faith in the capacity of firms to plan and to act 
effectively within their environments. Systemic theorists insist that the 
rationales underlying strategy must be evaluated according to particular 
sociological contexts (Whittington, 1992). Strategic behaviour that may look 
irrational or inefficient to the classical theorist may be perfectly rational and 
efficient according to the local criteria and modus operandi of the particular 
social context.
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Important, therefore, to systemic theory are differences between countries' 
social systems and changes within countries' social systems. As Whitley 
(1991) has shown for Southeast Asia, prevailing forms of business may vary 
widely according to the local interplay of state, familial and market structures. 
For example. South Korea, a traditionally strong state has promoted the 
creation of the vast chaebol, equivalent to western conglomerates. This is in 
contrast to nearby Taiwan, where, the culture of Chinese family business has 
created an entrepreneurial economy of small and medium-sized firms.
'Different kinds of enterprise structures become feasible and successful 
in particular social contexts, especially where cultures are 
homogeneous and share strong boundaries with nation states' (Whitley, 
1991, p. 24).
Systemic approaches emphasise those strategic goals and processes reflect 
the social systems in which the strategy is being made. Variations in market, 
class, state and cultural system make a difference to business strategy. By 
the same token not all firms within a particular social system are necessarily 
the same.
The conceptual work of Porter (1980), Miles and Snow (1978) and MacMillan 
and Hambrick (1983) suggest four broad categories of variables or 
'dimensions' that reflect important competitive strategy. They are 
differentiation, cost leadership, focus and asset parsimony. These dimensions 
can be used to compare firms' competitive advantages within and across 
industries (Miller, 1993).
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FIGURE 1 
THREE GENERIC STRATEGIES
STRATEGIC ADVANTAGE
Differentiation Cost Leadership
Focus
Source: Porter, M. E., 1980, Competitive Strategy: Techniques for Analysing Industries and 
Competitors (New York: Free Press)
However, there are others who largely criticise Porter’s generic strategies. 
Hendry (1990) finds Porter’ generic strategies (Fig.1) have limitations, for 
example, in the longer term, competitors also have the option to reduce their 
cost. And in doing so, means no one single firm would be able to claim a 
competitive advantage as being low cost leader. Some also argue that 
differentiation may not lend itself to higher prices. Porter’s generic strategies 
seem to be highly prescriptive in its approach. A more detailed study of 
Porter’s generic strategies will take place in chapter three.
Some of these management theorists also align an organisation's strategy 
with the environment in which it intends to compete (Bedeian and Zammuto, 
1991; Ansoff, 1988; Mintzberg, 1985; Schoeffler, 1983; Porter, 1980; Miles 
and Snow, 1978; Chandler, 1962). 'Alignment of strategy with the
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environment significantly influences an organisation's ability to identify and 
meet environmental threats and take advantage of environmental 
opportunities presenting themselves' (Camarata, 1996, p. 203).
Firms that have aligned their strategy with the demands of the environment or 
the competitive forces in which their firm competes have performed 
significantly better than those firms that have not (Porter, 1980; Miles and 
Snow, 1978). On the other hand, some of the major structural theorists - 
notably Lawrence and Lorsch (1967), Burns and Stalker (1961), Woodward 
(1965), Thompson (1967), Galbraith (1973) and Mintzberg (1979) argue that 
there are only a limited number of possible strategies and structures feasible 
in any type of environment.
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Chapter Two
Historical Analysis: management consultancy in Pakistan
2.1 Introduction
An important goal of many developing countries has been to build up 
indigenous technological capability and capacity as a means to reduce 
dependency and improve their international competitiveness. Kubr (1988) 
justifies the case for establishing indigenous management consultancy in 
developing countries on four grounds: First, the establishing of local 
consultancy services would be able to reduce dependence on foreign 
expertise. Second, local professionals are better placed to adapt international 
management know-how to specific local conditions. Third, To reduces hefty 
cost and foreign exchange payments to foreign consultants. Fourth, make 
consultancy services accessible to local clients and small businesses.
A few developing countries have managed to achieve the goal to some extent 
because of their dynamic industrial sector. Nevertheless, the growth of 
management consultancy has been slower than the growth of other 
professions, such as engineering, accountancy or legal.
In examining the current growth of MCFs in Pakistan, the peculiarities of 
historical development still matter because the management consultancy 
scene differs from country to country. Pakistan has selectively built up a small
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number of well-qualified and technically sound management consultancy 
firms although the industry has gone through many ups and downs. 
Consultancy as a profession in Pakistan has only emerged since 1960, and it 
is only quite recently that the issue of management consultancy development 
has been taken any way seriously.
There are important strategic and operational differences between 
management consultancy and traditional consultancy firms. Although the 
main focus of this study is on management consultancy itself, this chapter 
also traces the development of the consultancy business as a whole in 
Pakistan.
In order to construct a history of events, a historical analysis was undertaken 
using documents such as: unpublished articles written about consultancy in 
Pakistan and governments internal documents and memos. This analysis 
presents a history of events affecting the consultancy industry in general and 
management consultancy in particular.
This chapter is divided into three sections. Section one presents an 
introduction, historical analysis of the development of Pakistani management 
consultancy industry in the context of transfer of technology and indigenous 
efforts presented in section two. Section three discusses the profile, problems 
and prospects of consultancy in Pakistan.
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2.2 Historical Analysis: Pakistan Management Consultancy Industry
Early Development - Transfer of Technology
Like many developing countries, Pakistan generally lacks the specialist skills 
required to get complex projects off the ground. Education and training are 
seen as long term process, and during interim period important skills can 
undoubtedly be of assistance. The types of aid given to Pakistan under this 
heading were referred to as technical cooperation. Essentially, these covered 
several broad categories of personnel, namely consultants and specialists 
funded by donor countries or international agencies such as the World Bank 
and the Colombo Plan, to fill posts in developing countries. Also the 
governments of the developing countries often considered that it was more 
prestigious to bring in a foreign expert and by doing so they were more likely 
to get aid.
Bilateral aid has frequently been tied up to the use of experts from donor 
countries. According to the Colombo Plan Annual Report 1986, the largest 
group of experts originates from Japan (50%). Table 1 shows geographical 
origins of these experts or consultants.
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Table 1: Origins of Colombo Plan Experts, 1985 
Country Percentage
Japan 50%
USA 29%
Australia 10%
Canada 06%
Britain 05%
Source: adapted from the International Education of the Development 
Consultant, 1989, p.178.
In 1985, all Colombo Plan experts worked in the developing countries. Table 
2 shows the recipients share of the Colombo Plan experts. Pakistan received 
7% of Colombo Plan experts.
Table 2: Recipients of Colombo Plan Experts, 1985
Country percentage
Indonesia 20%
Thailand 15%
Bangladesh 10%
Philippines 08%
Pakistan 07%
Papua New Guinea 06%
Malaysia 05%
Others 29%
Source: Adapted from the International Education of development Consultant, 
1989, p.179
The analysis of the United Nations (UN) experts in table 3 shows that 
consultants from developing countries had been on increase. This is because 
some developing countries are becoming self-sufficient in skill accumulation.
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Table 3; United Nations Experts
1960-1980
1960s 1970s 1980s
Developed countries 73% 78% 65%
Developing countries 27% 22% 35%
source: Adapted from the International Education of the development 
Consultant, 1989, p. 177
During the past decade there has been a considerable emphasis on technical 
cooperation among developing countries (TCDC). Pakistan, in 1985 had 
provided only 3% experts to the Colombo Plan TCDC initiative. India provided 
56% and South Korea 41% (table 4).
Table 4: Origins of TCDC Experts under the Colombo
Plan, 1985
Country Percentage
India 56%
South Korea 41%
Pakistan 03%
source: adapted from the International Education of Development 
Consultants, 1989, p. 180
Although modern management theories are universal, when it comes to 
practice in developing countries, evidence shows that there are 
inconsistencies in approaches and processes. Some management 
consultants from developed countries played dual roles: to fulfill the 
assignment requirements and at the same time tried to transfer of knowledge
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to local counterparts. In some cases, the terms of references required foreign 
consultants to work with local consultants as ‘counterparts’ and also to train 
them.
The epigram by the Chinese philosopher, Sun-Tzu epitomised the 
philosophical issue:
“Give a man a fish and you feed him for a day. 
Teach a man to fish and you feed him for life”
Historically, both developed and developing countries have viewed the 
transfer of technology strictly from a “giving” point of view. Economically and 
ethically it was more important to “feed” a nation immediately, rather than to 
“teach” it to feed itself over the long run (Scott-Stevens, 1987).
Sometime, due to lack of effective management of recipient countries, local 
counterparts did not gain much in skill transfer from foreign expertise. Despite 
cross-cultural differences, foreign consultants played a critical role in the 
transfer of information, ideas and expertise to developing nations, and 
especially to their counterparts. Foreign consultants have been the ‘bedrock’ 
of developing management consultancies in many developing countries.
26
To promote indigenous consultancy in Pakistan, in May 1961, an important 
impetus was given in this direction at a high level meeting at the Ministry of 
Fuel, Power and Natural Resources, chaired by K.M. Ilahi, then a deputy 
secretary to the government of Pakistan.
In a memo (No. P11-7/12/61) to the chairman of the Water and Power 
Development Authority (WAPDA), East Pakistan (now Bangladesh), Ilahi 
wrote:
"I am directed to say that a large number of foreign consultants, 
contractors and technicians are being employed for various projects in 
the country. Some of them are securing work on the basis of 
international bids and are being paid out of aid funds received from 
foreign countries. There are others who are paid out of Pakistan's own 
resources".
He stated further that:
"the Government of Pakistan, after careful consideration, have decided 
that such arrangements should be made that when the foreigners 
complete their assignments, Pakistanis are in a position to take up 
similar projects themselves, besides being able to run the completed 
ones" (Ilahi, 1961).
It was also pointed out in that memo that Pakistani firms of consultants and 
contractors are emerging in the field and are anxious to play their part in the 
development of the country. The definition of "consultant" and the "field" 
were never made clear. However, considering the priority requirements of the 
time, only 14 years after independence, the majority of consultants were 
probably engaged in engineering and construction projects. Reference was
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made to the limitation of resources but was not specified exactly.
To ensure the success of the implementation of the above-mentioned 
deliberation of the government of Pakistan, the following steps were 
recommended for adoption without further delay:
a) the terms of employment of the foreign consultants and contractors should 
include an obligation to train Pakistanis;
b) the terms of employment of foreign firms should also include a stipulation 
to the effect that they should not employ in any capacity foreign firms or 
individuals if local ones with suitable qualifications were available to do the 
job;
c) Foreign firms should be approached to work in partnership with Pakistani 
associates; the selection of Pakistani partners being left to them;
d) if all other conditions were the same, firms associating with Pakistanis 
should be preferred;
e) at least in the case of projects financed from Pakistan's own resources or 
united loans, preference should be given to qualified Pakistanis. If no 
Pakistani organisation is suitable for a job, combinations of Pakistanis and 
foreigners should be given preference;
f) detailed programmes of training Pakistanis in the various fields in which 
foreigners have to be employed at present should be prepared and 
vigorously followed up;
g) financial incentive for Pakistani firms.
The above strategic steps were directed towards the provincial governments 
and government autonomous bodies, like the WAP DA. The question of giving 
some financial incentive to Pakistani firms was another issue that was under 
consideration by the central government of the time.
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In October 1963, a directive (No. C&P-3 (15)/63) was issued by the then Joint 
Secretary to the Government of Pakistan, Ministry of Industries and Natural 
Resources (M.A. Haq, Rawalpindi). It was stated that in regard to the 
securing of services in the fields of drilling, grouting, designing and 
consultancy in specialised fields, other than the construction of buildings, a 
preference of 20 per cent should be afforded to Pakistani firms over bids to 
foreign concerns, provided that the payment of foreign exchange, if any, to 
the local firms was not in excess of the amounts demanded by the foreign 
concerns.
It was also mentioned that these incentives should not be applicable to 
Pakistani firms with foreign associates, unless the share of the Pakistani firms 
was 50 per cent or more.
There was a fear that to secure the order, foreign firms or Pakistani firms 
would exploit the system. The following two categories involving foreign aid, 
loans or grants were not affected by the above decision.
1. Where a commitment had been made to purchase 
supplies/services from a particular country;
2. Where a commitment had been made to purchase 
supplies/services on the basis of a worldwide competitive tender.
A three-year review period was fixed. In January 1964, a press release was
published in the Morning News, a quality newspaper, claiming that a "White
Paper" on the government's policy regarding foreign consultants would be
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published by the central Government shortly. It also claimed that a decision to 
this effect had been taken at a meeting of the National Economic Council held 
under the chairmanship of the then President Muhammad Ayub Khan.
The paper claimed that a series of vital decisions involving important policy 
issues had been discussed and would deal with the problem of ensuring the 
most economical use of foreign consultants and adequate Pakistani 
participation in various development projects. The policy would follow the 
government guideline with regard to the extent of participation of Pakistanis in 
large projects. This would have ensured as far as possible, the utilisation of 
local talent and organisations for executing development programmes. The 
objectives were to train and build local indigenous organisations, which could 
later assume the entire responsibility for developing the country. No further 
trace of the "White Paper" was found in the literature.
A further impetus was given in this direction in January 1968, when a high 
level meeting was held at the Ministry of Defence, under the chairmanship of 
the then secretary to the government of Pakistan (S. Ghiasudding Ahmed). 
The main objective was to maximise use of indigenous talent and the 
standardisation of terms for the employment of consultants. This was the 
most comprehensive policy regarding consultancy, both indigenous and non- 
indigenous, outlined by the Government (martial law regime). An extract of 
the Minutes of the meeting is shown in Appendix i.
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The policy on consulting professions although outlined in the minutes showed 
little evidence that the government was really serious in establishing the 
foundation of an indigenous consultancy base. A reference to the training of 
local consultants by the non-indigenous ones was a standard clause 
stipulated by the World Bank and the IMF.
The above steps represent the mainstream of classical thinking. This is 
because it was designed to establish the indigenous consultancy within a 
particularly narrow range of strategic options. In the 1960s Pakistan borrowed 
many ideas from classical theory but was unable to implement them. This 
was because it was designed to preserve the status quo. More than ideology 
is required when defining local approaches to strategy. The Classical 
approach to strategy closely fits Pakistan’s long history of a bureaucratic 
system that creates obstacles to the implementation of its policies.
The major technical consultancy firms in Pakistan are based either in 
engineering or construction. The human aspects of planning had been 
neglected in the past. Now most developing countries recognise the 
importance of the human aspect to good planning and it is common for them 
to include a sociologist, anthropologist or social planner in a development 
team. Nevertheless, engineering professionals dominate the majority of the 
consultancy business in developing countries. The discipline of strategy 
reflects the ideological needs of the professional class.
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Like the Prussian officer-class, they found justification for their power by 
inventing the discipline of business strategy.
Knights and Morgan (1990) assert in this sense that: 'strategy is part of a 
discourse of power which reproduces certain sets of hierarchical sets of social 
relationships through legitimising them with reference to positivistic and 
scientific norms of rationality' (Knights and Morgan, 1990).
Systemic approaches on the other hand emphaise how strategic goals and 
processes reflect the social systems in which strategy is being made. 
Variations in market, class, state, cultural and economic systems all make a 
difference to business strategy. Not all firms within a particular industry need 
be the same. Markets are too complex and firms too individualistic to expect 
bland uniformity. The complexity of most markets demands a plurality of 
resources and norms of conduct, capable of adapting a wide range of 
business strategies. Individual strategists are able to build from the diverse 
and plural features of a particular system unique and creative strategies of 
their own (Whittington, 1993).
Social planning is a relatively new discipline and its possible contribution is 
not always understood by physical planners, or else is considered as 
introducing unnecessary constraints to what might otherwise be a 
straightforward technological exercise.
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For example, in designing an irrigation project it is not only the technicalities 
of water control and distribution that are important; equal attention needs to 
be given to the management systems required.
Changes in the industry - beyond 1970
Prior to 1980, the consultancy industry in Pakistan was largely controlled by a 
few public sector organisations and mainly dominated by the national 
engineering services of Pakistan (NESPAK), the Pakistan environmental 
planning and architectural consultants and the investment advisory centre of 
Pakistan (lACP). The first two were engaged in the more technological aspect 
of consultancy whilst the third, (i.e. the lACP) was a public sector 
management consultancy organisation.
In 1972, the Cabinet, after having reviewed and considered a report of the 
then deputy chairman of the Planning Commission, decided on standardising 
and developing a national consultancy association, similar to those of 
advanced countries. It was stipulated that the association should have 
minimum requirements for consultants to be eligible for membership and that 
a code of ethics should be evolved for a standard practice. They also 
considered the idea of a government licensing system for consultants, which 
is still being debated in Pakistan.
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Establishment of the National Association of Consultants of Pakistan 
(NACOP)
A 1972 Cabinet decision started a train of events that led eventually to the 
establishment of the National Association of Consultants. The main impetus 
for the project came in 1978 when a delegate from Pakistan (Jafri, S.S) was 
sent to a series of international seminars on the development of indigenous 
consultancies in developing countries. Two seminars took place, one at 
Ljubljana in Yugoslavia and the other at Buenos Aires in Argentina, both 
organised by the United Nations Industrial Organisations (UNIDO) and the 
organisation: Technical Cooperation among Developing Countries (TCDC).
The decision to establish a national body was taken at a seminar in mid 1979. 
This was organised by the National Engineering Services of Pakistan 
(NESPAK), a government owned firm. The NACOP subsequently gained 
recognition from all levels of government including the president and finance 
minister.
NACOP later presented a number of recommendations for the development 
of consultancy as a professional state body. These recommendations were: 
to recognise consultancy as an essential service; to participate in all 
development efforts for infra-structure and industrialisation; to contribute in 
generating appropriate technical and economic solutions to national socio­
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economic problems; securing improved terms of technology acquisition and 
achieving technical and managerial self-reliance through a more effective use 
of national resources.
On this basis it was argued that consultancy should be regarded as the 'soft­
ware' equivalent to capital goods (Jafri, 1979). NACOP, emphasised that the 
responsibility of developing consultancy should be undertaken by the 
government to ensure rapid development of local consultancy capability as a 
national resource.
Jafri (1982) echoed the importance of management consultants. In his own 
words:
"perhaps the final justification for engaging consultants and developing 
the consultancy profession is that consultants can bring to bear an 
independent and objective approach in applying their experience, 
expertise, technology and skills to the problems of the client 
organisations".
And he goes on to say that:
"an additional benefit, of course, is that the technology and skill 
available with the selected consultants can be transferred to the 
concerned individuals in a client organisation" (Jafri, 1982).
There was discussion about bringing all other professional bodies like
consultant engineering, architects and physical planners less than one
heading. It was also realised that there was an unfortunate credibility gap
between the private and public sector consultancy practices in Pakistan that
was too wide to be bridged.
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In 1989, the Planning Commission put forward a project proposal to the 
United Nations Development programme (UNDP) to increase the capacity 
and the use of Pakistani consultancy firms and consultants. The main aims of 
the project were to increase the efficiency and productivity of local 
consultancy firms and their growth in order to increase their competitiveness, 
financial strength and importance. The project proposal was approved by the 
UNDP on 50% shared cost but the project never got off the ground. The 
benefits of modern technology can easily be lost in the internal politics. Public 
sector initiatives sometime carry heavy political risk in Pakistan. The National 
Association of Consultants of Pakistan (NOCOP) which was formed in 1979 is 
now a dormant body.
The role of management consultancies has increased and so their demand 
for expert knowledge. As a result, a number of small MCFs were established. 
Some of them have since grown into big names. Many traditional consultancy 
firms including accountancy firms diversified themselves into management 
consultancy.
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2.3 Profile, Problems and Prospects of Consultancies in 
Pakistan
The traditional role of management consultants has been to provide
specialist skills for aiding managers and organisations in all areas of their 
operations. There is a general consensus that many MCFs lack strategic 
insight. For example, competitive strategy whilst appearing to be an 
important issue in advanced countries is not regarded in the same way by 
developing countries. Many consultancy firms, particularly smaller ones, have 
to adapt to ever increasing changes, but a lack of experience in strategic 
management makes it difficult for them to survive and grow in a competitive 
market. The need and role of the consultancy are still not fully understood 
and appreciated by many potential users. Some large corporations and sector 
agencies feel that the need for consultancy is better met by setting up an in- 
house division rather than by seeking outside advice.
In the private sector it is not unusual for consultancy to be considered merely 
as an unavoidable nuisance to satisfy the requirements of banks and financial 
agencies. It is not fully appreciated that if this were the case then the World 
Bank, Asian Development Bank and other similar institutions would have 
been willing to set up large cells in their own organisations to dispense with 
the need of outside consultancy services for the identification, evaluation and 
execution of projects calling for specialised skills and expertise.
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The skills, qualifications, and expertise of individuals and firms operating 
nationally and globally cannot be duplicated easily in any single organisation.
Industry structure - beyond 1990
The management consultancy industry in Pakistan is fragmented in that no 
firm has a significant market share and is populated mainly by a large number 
of small and medium-sized firms. The industry came to be fragmented for 
various historical, economic and technological reasons, including low 
entry/exit barriers; high product differentiation; local and government 
regulations.
There are three categories of firm. (1) The sole practitioners who originally 
initiated the market for consultancy in Pakistan. These are composed mainly 
of retired bureaucrats with large contact networks in government and other 
organisations. They can be best described as "owner, trainer, jockey" 
consultants. (2) This category is composed of partners and directors 
(Partnerships and limited liability companies). As consultancies these 
companies have a more professional standing than the sole practitioners do. 
They are the mixtures of retired government officials and private 
entrepreneurs. (3) The third category is the "big players" and though very 
few in number seem to be the most successful. They are regarded as being 
the "true" management consultancy firms.
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The entry of some big names from the developed nations has significantly 
changed the competitive environment from being primarily a low charge out 
rate battle to a more dynamic arena, with for example, the advent of new 
product developments, quality and product image. Big names such as 
McKinsey, Abacus Coopers & Lybrand, KPMG Peat Marwick, Arthur 
Anderson and Deloitte Touche are now represented in Pakistan. Many of 
these are in alliance with the major Pakistani accountancy firms. Alongside 
these there are a few big homegrown independent management consultancy 
firms offering a broader portfolio of products.
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Chapter Three
Growth Strategies for Professional Service Firms
3.1 Introduction
The four generic approaches to strategy that have been examined in chapter 
one give a basic understanding of the differences between them. 
Fundamentally the differences fall into two areas: the processes by which the 
strategy is formed and the outcomes of the strategy. This chapter traces the 
historical origin of the consultancy business in Pakistan. To survive and 
succeed, firms must be able to identify key success factors that relate to an 
industry and arise from the economics and markets of the industry concerned 
(Tavakoli and Perks, 1997).
Firms are constantly faced with the need to adapt to changes in their industry 
environment. The strategic management and organisational theory literature 
are full of references to the importance of maintaining a fit with environment 
for survival (Venkatraman and Prescott, 1990; Porter, 1980; Miles and Snow, 
1978). Whatever basis the firm chooses to compete in its industry, its aims to 
be superior to its competitors.
Section one introduces this chapter. Section two examines the strategy- 
industry fit in search of competitive advantage. The service model of 
management consultancies is examined in section three.
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Section four discusses the theories of strategies and section five examines 
the generic strategies as source of competitive advantage.
3.2 Strategy - Industry Fit
Management theorists have been concerned with the alignment of an 
organisation’s strategy with the environment in which it intends to compete 
(Miles and Snow, 1978; Mintzberg, 1985). The problems experienced by most 
organisation highlight the challenges they face in understanding the 
environment in which they operate.
Environmental factors such as political, economic, social and technological 
(PEST) affect businesses at every level. From this perspective, an industry’s 
competitiveness depends on the structure, and the abilities to innovate and 
develop the capability and capacity over a period of time. Porter (1980) 
suggests the choice of competitive strategy depend on the attractiveness of 
industries for long-term profitability and the relative competitive position of the 
firm in an industry.
Baden-Fuller and Stopford (1992) present quite a different view and suggest 
it is the firm, which matters, and not the industry. Rumelt (1991) also 
disagrees with Porter’s contention and suggests that the industry factor is 
relatively unimportant in explaining the differences in firm specific 
performance.
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Porter’s (1980) five competitive forces framework allows a firm to see through 
the complexity that is important to competition in its industry, as well as to 
identify strategic options that would improve its performance. According to 
Porter (1980), the rules of competition are embodied in these five forces: the 
entry of new competitors; the threat of substitutes; the bargaining power of 
buyers; the bargaining power of suppliers and the intensity of rivalry among 
existing firms.
Porter’s five competitive forces framework is a useful early step in analysing 
the environment, but there have been some criticisms. Aaker (1992), Baker 
(1993) and Harvey-Jones (1991) argue that the customer is more important 
than other aspects of strategy development, and should not be treated as an 
equal to other four forces in an analysis. Porter’s five forces framework 
largely ignores the human resources aspects of strategy. It considers neither 
the country cultures nor the management skills aspects of corporate strategy. 
Both of these aspects are crucial in the management consultancy industry 
analysis.
Ohmae (1983) identifies three key success factors for the industry. These are: 
customer -  different segments of customers in market place; competition -  
price and quality to meet customers need successfully; corporation -  
resources it possesses i.e., technologies, skills, organisational ability and 
marketing.
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Both indigenous and foreign firms are constantly faced with the need to adapt 
to changes in political, economical and cross-cultural environment. The 
problems experienced by most firms highlight the challenges they face in 
understanding the environment in which they operate, and take appropriate 
actions to benefits from any changes therein (Nath and Sudharshan, 1994).
At operational level, understanding the nature of the market and industry 
enhances the chance to position the firm in right place. Understanding the 
characteristics of service industries is important in this respect. This can have 
important implications for strategic planning.
The alignment between a firm’s strategy and its environment is considered to 
be an important factor for a firm’s success (Hamilton and Shergil, 1992). 
Likewise, Venkatraman and Prescott (1990) found a positive relationship 
between a firm’s performance and strategy-environment alignment.
Joseph Schumpter and Charles Darwin proposed two different views of 
environmental change applied to the biological realm. Darwin’s theory 
suggested that environmental change force each species into incremental 
transformation. Through such a change, a living entity can adapt to its 
environment and survive. He (Darwin) asserted that a species that cannot 
conform to its environmental requirements is doomed and eventually 
becomes extinct (Gould, 1977).
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As a result of this evolutionary perspective, firms that cannot or do not adapt 
to gradual environmental change eventually find themselves outpaced by 
their competitors and forced out of business (Gioia and Pitre, 1990). 
Schumpeter (1934) proposed that environmental change is not gradual but 
occurs in revolutionary and abrupt form. Followers of this school of thought 
believe that a species can exist in unaltered form for a lengthy period of time. 
Then, however, as a result of sudden revolutionary environmental change, an 
old species might be destroyed and novel specie created (Eldredge and 
Gould, 1972).
In the field of social science, these revolutions are generated by the advent of 
new entrepreneurial enterprises with novel technologies and ideas. The new 
technologies and ideas created by these entrepreneurial can destroy existing 
firms by making them obsolete. Schumpeter (1950) later changed his earlier 
view of 1934 by arguing that some existing firms could survive revolutionary 
change. Survival could come reactivity through imitating the revolutionary 
ideas, products, services or strategies of proactive firms.
Strategy formulation requires devising a series of steps that makes sense of 
the market, a firm's competence and the needs of the clients. It is vital to have 
a ‘rational’ approach to strategy. Delineation of the competitive environment is 
a key factor. The industry structure, technological advancements, national 
economic factors as well as general political climate are likely to have effects 
on a firm’s performance (Lorange and Nelson, 1990).
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When a new firm enters an industry, its productive capacity generally 
expands. The new entrant, for example, intensifies the fight for market share 
by forcing bidding on lower prices. As new entrants cause excess capacity, 
this can lead to intense rivalry. Many new entrants in Pakistan MCI are small 
firms. They very much rely on the personal reputation of the founders. In the 
short term they may survive but their long-term survival is dependent on 
technical competencies and new ideas.
The entry of new firms depends on two factors: barriers to entry and 
retaliation from existing competitors. Low entry barriers increase the threat to 
the industry from new entrants. MCI is generally regarded as a low risk 
business both in terms of entry and exit. Many service companies see a 
growing convergence between their work and that of traditional consultancies. 
Banks, accountancy and legal services have started marketing their 
management skills. There is no legal requirement for firms, no entry 
qualifications and a very low setting up cost. In short this means that there are 
no significant barriers to entry. If a firm proves unsuccessful then it can leave 
the market without incurring a heavy loss. Hence there are no significant exit 
barriers.
As a result, smaller firms exhibit a high incidence of start up and closure. This 
keeps the industry largely fragmented.
The entry of some big and famous names in Pakistan has significantly 
changed the competitive environment in their favour. Firms are not just
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competing on single issue such as a lower charge out rate, the competition is 
much more dynamic and firms seem to apply a number of strategies and 
ideas in order to reduce the intense competition. Competition intensifies when 
a few firms in an industry see the opportunity to improve their competitive 
position. This manifests itself in the form of price cutting, changing the quality 
of services, new product innovations, increased client services or creating a 
reputable image.
The recent economic upturn has created a demand for core competencies, 
which are generally not available within companies. This has created a 
demand for more specialists' skills. Management consultancies bring in 
specialist skills and expertise from outside suppliers, such as engineering 
firms or architects to solve specific project problems.
Buyers of consultancy services generally have diverse needs. Lack of 
specialist skills and an increasing competitive economic climate turning more 
organisations to seek consultants' advice. According to Lowell Bryan of 
McKinsey (1997), “complexity creates confusion; uncertainty creates fear; and 
both create a booming demand for outside advice”. (The Economist, pp. 4-22; 
March 22"“ 1997).
Consultancy services range from general overall surveys of companies or 
markets to specific types of strategic advice at the highest levels.
46
3.3 The Service Model of Management Consultancy Firms
There are two characteristics which distinguish service industries from 
traditional product based industries. These are the intangibility of the offering 
and the simultaneity of production and consumption. Both of these have 
important implications for strategic planning. These service characteristics 
bring the buyer into intimate contact with the production process. For this 
reason, the service seller becomes fully responsible for the environment in 
which the service may be offered and the way it is delivered. Because of this, 
professional service firms usually apply a marketing strategy, which allows 
them to make direct contact with the clients without any intermediaries 
(Carman and Langeard, 1980).
The growth of service firms puts a high premium on overall visibility and 
accountability. Most strategic decisions of service firms look for a profit- 
maximising match between their capabilities and the potential demand for 
these capabilities. But the widely recognised determinants of profitability 
generally used in strategic planning, such as product life cycle, economies of 
scale and market share, have little usefulness in service firms.
Thomas (1978) proposes a separation of service operation into 'equipment- 
based' and 'people-based'. People-based businesses like management 
consultancy rely on skilled-professionals for their service production. It 
specifically identifies the service workers' skill level as an important 
characteristic of service systems. In this respect, Kubr (1988) views
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management consultancy from two different approaches. His first approach 
takes a broad functional view of consultancy. The second considers 
consultancy as a specialized professional service and emphasizes a number 
of characteristics that such a service must have. Steel (1975) provides a 
perfect definition of Kubr's first approach as:
"by the consultancy process, I mean any form of providing help on the 
content, process, or structure of a task or series of tasks, where the 
consultant is not actually responsible for doing the task itself but is 
helping those who are" (Steel, 1975, p.3).
Block (1981), who suggests that, also defines the same approach:
"You are consulting any time you are trying to change or improve a 
situation but have no direct control over the implementation". Further to 
this he says "most people in staff roles in organisations are really 
consultants even if they don't officially call themselves consultants" 
(Block, 1981, p. 215).
The second approach, considering consultancy as Greiner and Metzger 
define a specialized professional service. Their definition is in a much more 
detailed form:
"Consultancy is an advisory service contracted for and provided to 
organisations by specially trained and qualified persons who assist, in 
an objective and independent manner, the client organisation to identify 
management problems, analyse such problems, recommend solutions 
to these problems, and help, when required, in the implementation of 
solutions" (Greiner and Metzger, 1983, p. 363).
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Professional associations of management consultants in the UK, USA and 
other countries use similar definitions. The national association of consultants 
of Pakistan (NACOP) defines a consultant to be:
"A person or a firm possessing the necessary organisational 
qualifications, technical and related services to provide the client in any 
one of the disciplines in the Memorandum" (see Memo. Appendix ii).
Jafri, one of the pioneers of consultancy profession in Pakistan, argues that 
the justification for engaging a consultant is that they bring an independent 
and objective approach in applying experience, expertise, technology and 
skills to the problems of the client organisations (Jafri, 1982).
The pioneers of most early scientific management studies, such as Frederick 
W. Taylor, Frank and Lilian Gilbreth gave a major impetus to the consultancy 
service. Another early pioneer was the American manufacturer Charles T. 
Sampson (1870), who reorganised the whole production process in his shoe- 
making factory; later he became a consultant and passed on his experience 
to an owner of a laundry, who accepted the advice and applied the approach 
previously used by Sampson (Klein, 1977).
The first recorded occurrence of specialist advisory services on offer to 
business was as early as 1870. It was in that year that an advertisement first 
appeared in the engineering press by a chartered accountant called 
Montague Whitmore. Whitmore (1870) had offered his services in costing and 
management accounting to manufacturers (Cheadle, 1989).
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The origins of modern management consultancy have been traced to Frank 
Gilbreth who after having left MIT in the late 1880s got a job as a bricklayer. 
Gilbreth (1880) studied the work movements of his co-workers and invented a 
new method of bricklaying that made him the quickest on the site. Later he 
became a consultant selling his new technique.
Other pioneers of scientific management, besides Frank and Lillian Gilbreth 
(1880) were F.W. Taylor (1900), Henry L. Gantt and Harrington Emerson. 
Their technical and methodological approaches to simplifying work processes 
and raising workers' and plant productivity were not the same and in certain 
cases even contradicted one another.
Nevertheless, they all believed in the application of scientific methods to 
solving production problems. When F W Taylor retired at the age of 45 he 
chose to become a full-time management consultant to industry. Carl Barth 
and Henry Gantt were management engineering consultants in the steel 
industry.
Frank and Lillian Gilbreth applied their ideas in combination with Taylor's to 
become consultants on the improvement of human productivity. The work in 
scientific management stimulated the development of industrial psychology 
and the application of sociology to industry. Hugo Munsterberg who was 
working in Harvard University around 1890, began applying behavioural 
sciences to the scientific management theories (Moore, 1984). Elton Mayo,
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who taught at the University of Pennsylvania and later at the Harvard 
Business School, was also a management consultant. Mayo, Fritz 
Roethlisberger and William Dickson - along with other Harvard researchers, 
undertook a series of experiments at the Hawthorne plant of Western Electric 
between 1927 and 1932 (Kubr, 1988).
Much of the application of social science theory to management was an 
outcome of the psychological testing developed to select soldiers during 
World War I and the tight labour market during World War II. This 
development of personality, intelligence, and interest inventory tests were 
used to screen job applicants for industry.
The post World War II era saw the expansion of consultancy in marketing and 
in various newer management techniques, such as operations research and 
systems design. This was followed by changes in the concepts of consultancy 
used in general management to embrace prospective problems of business 
strategy, long-range planning, decision making and organisational 
development.
Social scientists from universities such as Harvard, Michigan, Ohio and 
Pennsylvania conducted research in business organisations. This gave the 
academics the credibility in the business world to be hired as consultants 
apply the knowledge gained through research. Social scientists from 
Business Schools, such as Rensis Likert, Edwin Fleishman, and Frederick
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Herzberg, became well-known consultants to business (Moore, 1984).
Between 1880 and 1926 many of the US management consultancy firms 
were founded, among them are Arthur D Little, Booz Allen & Hamilton and 
McKinsey. The 1960s saw the arrival of the strategy boutiques with Bruce 
Henderson's Boston Consulting Group and several spin-off firms such as 
Braxton and Bain.
The 1960s also witnessed the entry of the big accountancy firms as 
consultancy was seen as a natural extension to the accountancy, audit, tax 
and investigation services they were already providing (Moore, 1984).
The management consultancy field is very extensive, and covers such areas 
as advertising, accounting, architecture, building and construction 
engineering, computing and management. This includes a broad range of 
activities that can be described in different ways. One way is to focus on 
particular areas of expertise, such as strategic planning, human resource 
management, general management, organisation development, project- 
monitoring etc. Another way is to view the process as a sequence of phases, 
for example, initiation, contracting, diagnosis, data collection, feedback, 
recommendations and implementation.
The rise of a diversified skill with different ownership (ownership of the skill) 
and control leads to the emergence of a professional class. Normally, there 
are three types of people who do consulting. The first type works full-time for
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an established firm of consultants. The second type is the academic who 
does consulting as sideline to his main occupation and the third type is the 
executive, who is either between jobs or is retired and does consulting on a 
part-time basis.
Management Consultancy Models (MOM)
Having considered a number of definitions of management consultancy, two 
management consultancy models (MOM) developed by Edvardsson (1990) 
will be presented here. The first model is based on the multi-faceted concept 
of consultancy services. The second model focuses on management 
consultancy as a service package.
Management consultancy - the conceptual model
The first model is based on areas of expertise, such as corporate strategy, 
operations or human resource management and on the process as a 
sequence of phases, e.g. diagnosis, data collection, feedback, 
recommendation, implementation. Though consultancy services are 
heterogeneous, however, there are certain features common to all type of 
services. Gummesson (1988) distinguishes eight components, which are 
found, to a greater or lesser extent, in all consultancy services.
53
These are divided under three processes:
Resources for carrying out an assignment (input):
1) Specialist know-how, experience, methods, etc.
2) Individual professionals
3) Other resources and attributes 
The operation of the assignment:
4) Diagnosis, formulation of problem and goal
5) Way of operating an assignment
The end product of an assignment (output):
6) Implementation of a solution
7) Result of implemented solution
Turner (1982) suggests that the purpose of the consultancy should be 
focused and proposes eight fundamental objectives of consultants. These are 
arranged hierarchically:
1) Providing information to client;
2) Solving a client's problems;
3) Making a diagnosis, which may necessitate redefinition of the problem;
4) Making recommendations based on the diagnosis;
5) Assisting with the implementation of recommended solutions;
6) Building a consensus and commitment around corrective action;
7) Facilitating client learning - that is, teaching clients how to resolve similar 
problems in the future;
8) Permanently improving organsiational effectiveness.
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Turner et al. further adds "the lower-numbered purposes are better 
understood and practiced and are also more requested by clients. Many 
consultants, however, aspire to a higher stage on the pyramid than most 
of their engagements achieve. Moving up the pyramid toward more
Ambitious purposes require increasing sophistication and skill in the 
processes of consulting and in managing the consultant-client 
relationship. Sometimes a professional tries to shift the purpose of an 
engagement even though a shift is not called for; the firm may have lost 
track of the Line between what's best for the client and what's best for 
the consultant's business. But reputable consultants do not usually try 
to prolong engagements or enlarge their scope" (Edvardsson, 
International Journal of Service Industry Management, vol.1, no. 3, 1990,
p.6).
If a firm works out what is expected of each client and develops a product, 
which is related to the way the consultancy is to be carried out in advance, 
then the chances of solving problems will be improved. This eventually will 
give a better competitive edge over a firm who adopts an ad hoc development 
process.
Management consultancy - service package model
Management consultancy is seen here as a service package. This package is 
composed of activities rather than objects and differs from being a product in 
various ways. Consultancy activities are abstract and thus difficult for the 
seller to communicate and for the client to test before buying. Other typical 
features are that they are partly produced and consumed simultaneously in a 
process in which both the consultant and the client are involved. There is a 
close link between consultant and client and often the client is involved in the 
production process.
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Management consulting is most often regarded as a customer-tailored and 
non-standardised service. When strategies emerge from a situation rather 
than prescribed in advanced, planning becomes more reactive and more 
entrepreneurial in approach.
The new product development dimension of strategy is based on the idea that 
management consulting firms build a "client - based package" (CBP) following 
a careful diagnostic appraisal of the clients needs. This strategy may involve 
"core" as well as "non core" activities. That is why it is different from other 
services in general. It is dependent on the individual consultants' professional 
competence, frame of reference, values and contact network. Other 
consultancy services, such as technical consulting services, are carried out in 
a more structured way.
As in any profession, which has attempted to prepare a profile of a candidate, 
there seems to be no perfect model against which every entrant can be 
measured. Nevertheless, there is some common characteristics affecting the 
consultant's success.
In consultancy, particular importance is attached to analytical and problem­
solving abilities, as well as to special competence in behavioural areas, such 
as communication, and helping other people to understand the need for 
change and how to implement it (Kubr, 1988). For our purpose here, 
technological capability is divided distinctly into two broad categories. On the
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one hand capabilities are referred as consultants core specialist areas for 
example, strategic management and on the other hand they are consultant’s 
skills and competencies in processing consultancy function.
Much of the application of consultancy techniques tends to come from an 
underlying body of knowledge in a related field in which an individual 
consultant is expert. In addition, firms rely on the competence of their non­
consulting staff. Henry Mintzberg (1979) calls it the "operating core". This 
operating core is made up of highly educated and skilled professionals.
There is a well-defined path to the necessary level of competence. Kubr 
(1988) defines this through university education, attendance at a graduate 
school, and practical training and number of years experience. Membership of 
professional institutions may also be required.
3.4 Theories of strategies
Since the word strategy or some variation of it is used throughout this study, 
its definition should be clear. Strategy refers to top management's plans to 
attain outcomes consistent with the firm's mission and goals. It can be viewed 
from three vantagepoints: (1) strategy formulation, i.e. developing the 
strategy: (2) strategy implementation [putting the strategy into action]; and (3) 
strategic control [modification to either the strategy or its implementation to 
ensure that the desired performance is attained].
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The process of strategy formation is based on the definition of strategy as 'a 
pattern in a stream of decisions' (Mintzberg, 1978; Mintzberg and Waters, 
1982, 1984; Mintzberg et al., 1986). Ansoff (1983) defines strategy as a 
concept of the firm's business, which provide a unifying theme for all of its 
activities.
The insert below provides a brief history of strategy.
The field of strategy has largely been shaped around a framework first conceived by 
Kenneth R Andrews in his classic book The Concept of Corporate Strategy (Irwin, 
1971). Andrews defined strategy as the match between what a company can do 
(organisational strengths and weaknesses) within the universe of what it might do 
(environmental opportunities and threats).
Although the power of Andrews's framework was recognised from the start, managers 
were given few insights about how to assess either side of the equation systematically. 
The first important breakthrough came in Michael E. porter's book Competitive 
Strategy: Techniques for Analysing Industries and Competitors (Free Press, 1980).
Porter's work built on the structure-conduct-performance paradigm of industrial- 
organisation economics. The essence of the model is that the structure of an industry 
determines the state of competition within that industry and sets the context for 
companies' conduct - that is, their strategy. Most important, structural forces (which 
Porter called the five forces) determine the average profitability of the industry and 
have a correspondingly strong Impact on the profitability of individual corporate 
strategies.
This analysis put the spotlight on choosing the "right industries" and within them, the 
most attractive competitive positions. Although the model did not ignore the 
characteristics of individual companies, the emphasis was clearly on phenomena at the 
industry level.
With the appearance of the concepts of core competence and competing on 
capabilities the pendulum swung dramatically in the other direction, moving from 
outside to inside the company. These approaches emphasised the importance both of 
the skills and collective learning embedded in an organisation and of management's 
ability to marshal them. This view assumed that the roots of competitive advantage 
were inside the organisation and that the adoption of new strategies was constrained 
by the current level of the company's resources. The external environment received 
little, if any, attention, and what we had learned about industries and competitive 
analysis seemed to disappear from our collective psyche.
The emerging resource-based view of a firm helps to bridge these seemingly disparate 
approaches and to fulfill the promise of Andrews's framework like the capabilities 
approaches, the resource-based view acknowledges the importance of company - 
specific resources and competencies, yet it does so in the context of the competitive 
environment. The resource-based view shares another important characteristics with
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industry analysis. It, too, relies on economic reasoning. It sees capabilities and 
resources as the heart of a company's competitive position, subject to the interplay of 
three fundamental market forces: demand (does it meet customers' needs, and is it 
competitively superior?); Scarcity (substitutable, and is it durable?) (Collis and 
Montgomery, 1995, "How do you create and sustain a profitable strategy: competing on 
Resources ", Harvard Business Review, July-August 1995, pp. 118 -129).
These definitions have developed to operationalise the concept of strategy. In 
other words, to provide a tangible basis on which to conduct research into the 
strategic issues of firms. The fundamental concept of competitive advantage 
can be traced back to the seminal work of Chamberlain (1939). He proposed 
that a single firm could clearly distinguish itself from its competitors:
"[A] General class of product is differentiated if any significant basis 
exists for distinguishing the goods (or services) of one seller from those 
of another. Where such differentiation exists, even through it might be 
siight, buyers will be paired with sellers, not by chance ... but according 
to their preferences" (Chamberlain, 1956, p. 23).
Differentiation can exist for quite some time because a firm's unique 
strategies, competencies and resources cannot be easily duplicated by its 
competitors. It holds that no two firms are alike because no two firms will have 
identical sets of experience, assets or skills. Consultancy business is unique 
and it can be assumed that some of these resources would be difficult to 
duplicate by rivals. A firm that possesses unique advantage within an 
evolutionary environment can continue to compete effectively making 
improvements to its resource base. Alternatively, resources that give a firm a 
competitive advantage within a revolutionary environment do not become out 
of date in a new era (Rumelt, 1984). Following this logic, a firm may be able 
to position itself more effectively if it adopts appropriate strategies.
59
Mintzberg and Waters (1985) offer an alternative perspective on strategy by 
drawing an important distinction between deliberate strategies that have been 
realised as intended and emergent strategies i.e. patterns realised despite, or 
in the absence of, any intention. This section sets out to explore the 
complexity and variety of strategy formation processes within each category 
of intention, and emergent.
Pure Deliberate or Prescriptive Strategy
Mintzberg and Waters (1993) describe, theoretically, three conditions as 
necessary prerequisites to forming a purely deliberate strategy. These 
conditions are: (1) existence of precise intentions preceding any actions, that 
have been articulated in a relatively concrete level of detail and without any 
doubts as to the desired effect. (2) Collective actions: either shared or 
accepted from leaders; (3) no external forces would be allowed to interfere 
with them. It may be that condition (1) and (2) can be implemented with 
some degree of understanding, but finding a perfectly predictable external 
environment in their favour or control is quite unlikely.
Prescriptive strategy can be contrast by adapting Mintzberg's analogy. 
Prescriptive strategy is Biblical in its approach. It is governed by a set of rules, 
which involves a structured strategic planning process. Within the prescriptive 
approach: the market is vital to profit maximisation; resources of firm for 
developing strategy; social and cultural dimensions of the firm for its 
international implications (Lynch, 1997).
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However, according to Mintzberg and Waters (1993) some strategies in 
organisations do come close, fulfilling perhaps most of the conditions if not all.
Pure Emergent Strategy
Emergent strategy is defined as patterns or consistencies realised in the 
absence of any intention. Emergent strategy is Darwinian in its approach. So 
in a purely emergent strategy, there must be consistency in action over time. 
Emergent strategy evolves out of experimentation and learning. Within the 
emergent approach, the following three main elements are apparent: survival 
of the fittest in the market place; prediction is impossible because of the 
uncertainty; motivation, politics, culture and desires of individual are important 
factors Lynch, 1997). In practice it is difficult to imagine organisations taking 
actions without any intentions.
In reality, these two types of strategies are never present in organisations in 
their pure forms as defined in the conditions given. However, Mintzberg and 
Waters (1993) research suggests that some patterns come close to being a 
pure emergent strategy in a situation where an environment (market 
condition, technological and political) directly imposes a pattern of action on 
an organisation. In effect, real-world strategies fall somewhere in between the 
two of emergent and prescriptive or intentional strategy. Mintzberg 
conceptualises strategy as a pattern of activities (including observations) over 
time of what actually occurs, when actions are more important than intentions.
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Apart from the above, Mintzberg and Waters (1993) also identify several other 
strategies, namely: planned, entrepreneurial, ideological, umbrella, process, 
unconnected, and consensus strategy. In all these situations, managers need 
to manage, sometimes to impose intentions to provide a sense of direction. 
This can be partially so, as in the cases of umbrella and process strategy, or it 
can be comprehensive, as in the cases of planned and entrepreneurial 
strategies (Mintzberg and Waters, 1993).
3.5 Generic Strategies: sources of competitive advantage
Services in general, and management consultancy business services in 
particular present less scope for achieving economies of scale than 
manufacturing. To the extent that scale economies are important in business 
service firms, they are more likely to be realised at firm level rather than at the 
operating unit level (O'Farrell, Hitchens and Moffat, 1993). For example, a 
management consultancy firm can use advertising as part of a marketing 
strategy to maintain market share by creating an entry barrier against its 
competitors. Firms who have achieved a size that makes regional and 
national advertising economically feasible can only cross the barrier.
However, management consultancies in developing countries are generally at 
the very beginning of their marketing era and for this reason, advertising is 
seen as being the least important strategic factor. This has been shown to be 
true at least for the MCFs in Pakistan. The reason for this could be that the
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advertising is not permitted if a management consultancy firm is in 
association with an accountancy firm. However, independent firms can 
advertise their services freely (Mangi, 1995, p. 21).
Economies of scale may be more important and relevant to larger sized 
consultancies. What are also important and relevant to all sizes are the 
economies of scope. Strategy is the direction and scope of an organisation 
over the long term (Johnson and Scholes, 1993). Economies of scope allow 
its firm to match its resources to its changing environment and clients needs 
and expectations.
At the root of the growth of the large, multi-unit service firm is systématisation 
and in some cases standardisation of the process of delivering services. 
Since standardisation forces the firm to target on specific market segments, a 
firm can replicate services at many locations through the creation of 
standardised facilities, methodologies and procedures.
The ability to systematise service delivery is partly due to tendency toward 
narrower specialisation in the services provided either at home or abroad. 
The extent to which a conglomerate can standardise and systematise its 
operation is the extent to which scale of economies can be realised at a firm 
level. For example, a large management consultancy firm can easily achieve
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this through the use of a standardised training scheme (O’Farrell, Hitchens 
and Moffat (1993). The broad consultancy firm has specialised services in 
fields such as executive compensation, direct marketing and strategy (Porter, 
1986).
Scale economy and the task specialisation permit professionals to gain 
significant competitive advantage. Specialisation also helps to create image 
an in the market. O'Farrell, Hitchens and Moffat (1993) argue that a client 
rents the reputation of a major management consultancy firm to lend 
credibility.
Haywood-Farmer and Nollet (1985) also assert that scale economies can 
make it easier to maintain an appropriate level of quality.
Strategic dimensions
Porter (1985) argues on a theoretical basis that firms in the same industry can 
choose a different competitive strategy. He further argues that different 
strategies may co-exist successfully in many industries, but warns that pursuit 
of more than one generic strategy at a time would be very difficult and also 
that ‘the worst strategic error is to be stuck in the middle’ Porter, 1985). 
Several strategists such as Kay (1993), Stopford and Baden-Fuller (1992), 
and Miller (1992) reject this aspect of the generic strategy analysis. Empirical 
evidences of Toyota cars and Benetton clothing manufacturing and shops
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has adopted more than one strategy (differentiation and low cost) and have 
been successful (Key, 1993; Stopford and Baden-Fuller, 1992; Miller, 1992). 
In order to keep ahead in the competitive game, one has to take any actions 
necessary for each eventuality. The essence of competitive strategy 
formulation is the ability to foresee the moves of competitors and anticipate 
how they will react to rival’s moves and then take action accordingly (Day and 
Reibstein, 1996).
Kim and Choi (1994) in their study of strategic types and performances of 
small firms in Korea argue that the firms of a developing country are not 
exactly identical with those found in developed countries. Nations differ in 
their patterns of national competitive advantage. For example, Swiss firms are 
strong in banking, logistical services, security services, consulting and 
trading. British firms hold important positions in insurance, money 
management and various types of consulting (Porter, 1994). This suggests 
that all industries have particular structures which cause their constituent 
firms to engage in certain types of strategy leading to particular levels of 
individual firm performance (McNamee, 1990).
The development of sustainable competitive advantage can take many forms. 
It needs to be more deeply embedded in the organization, its resources, skills 
and culture.
65
Differentiation
Differentiation is the ability to provide unique, different and superior value of 
service to the client. Operating a strategy of differentiation requires high levels 
of skills and creativity among consulting staff. Differentiation usually implies 
that the product has a particular appeal or quality. However, intangibility 
makes quality harder to measure; yet service firms seek to maximise 
productivity consistent with the goal of a strategy which includes quality. 
Service quality is often defined as the difference between expectation and 
perceived performance, for example, McKinsey’s strengths come from its 
long-term relationships, personal contacts, reputation, rigorous research and 
very specific types of strategic advice at the highest levels (O’Shea and 
Madigan, 1997).
However, intangibility makes quality harder to measure; yet service firms seek 
to maximise productivity consistent with the goal of a strategy which includes 
quality. McLaughlin and Coffey (1990) argue that quality is not a new issue. 
Many firms simply forget to state it.
Service quality can be based on offering a product or service that is unique, 
by its design, branding, technology, features, or the customer service (Speed, 
1990). There is strong emphasis on R & D and Pioneering. The firm that 
adopts this type of strategy tend to charge fairly high prices or fees for its 
product or service (Miller, 1993). Service firms provide intangible products, 
which are more difficult to evaluate, but on the other hand may be easier to
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sustain because of slower diffusion process. Established firms enjoy brand 
identification, and reputation, which stem from past advertising. Also word-of- 
mouth recommendation, which is the key promotional, factor in this industry 
and previous good service, or simply being first in the market (O'Farrell, 
Hitchens and Moffat, 1993).
Miller (1993) identifies two varieties of differentiations. The innovation 
differentiation and market differentiation. The innovating differentiation is 
achieved by coming out with new products and new technologies, for 
example, Boston Consulting Group (BCG) product portfolio matrix. Firms 
adopting marketing differentiation are those offer an attractive package, good 
service, convenient locations and good product / service reliability. These 
firms tend to spend large sums on advertising and promotion, for example, 
Anderson consulting.
Pursuing a strategy of differentiation also requires high levels of skill and 
creativity among staff (Speed, 1990) Differentiation through protects a 
business from competitive rivalry. This can be achieved by creating customer 
loyalty and by lowering customer sensitivity to price.
O'Farrell, Hitchens and Moffat’s (1993) empirical investigation into Scottish 
and English management consultancy firms shows that the average charge 
out rate for senior consultants in the Scottish branch offices of major UK 
management consultancy firms is 50 per cent higher than that of indigenous
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Scottish consultants. They further emphasised that if adopting a quality 
position was an easy option then most new firms would be expected to enter 
at the quality end of the market and erode charge out rates and bringing profit 
down to normal levels in the industry. Creating quality in services or products 
and delivering it is difficult (O'Farrell, Hitchens and Moffat, 1993).
Operating a strategy of differentiation requires high levels of consulting and 
technical skills among staff throughout the firm. Such differentiation creates a 
barrier for new entrants as well limiting the market share for existing firms. 
This is because of the implication that the differentiating firm’s product has a 
particular appeal (Porter, 1980 and Speed, 1990).
A firm would have a good reputation if its clients believed that it’s product or 
services are of high quality. As the process of consultancy (service attributes) 
cannot be observed prior to purchase, clients may use the perceived quality 
of services produced by the firm in the past as an indicator of present or 
future quality. The intangible nature of the business and its credibility (which 
the client may find difficult to evaluate even after consumption) reinforces the 
importance of reputation as a competitive criterion (O’Farrell, Hitchens and 
Moffat, 1993).
A firm, which chooses to enter a high quality segment of the market, must 
initially invest in building a reputation via the production of quality services.
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The premiums that a reputable firm earns serve as a strong motivation to 
maintain its reputation. A reputable firm can maximise cost savings, while the 
adverse effect on reputation will arise only in the longer term (Shapiro, 1983).
The image developed by a business service firm as a result of operating 
under the umbrella of a large corporation would be associated with the 
corporate reputation. For example some indigenous consultancy firms 
operating in alliance with famous names, such as Andersen Consulting and 
Deloitte & Touche. Furthermore, a reputation may be created for a 
specialised type of service provision. For example, the Boston Consulting 
Group (BCG) concentrate upon strategy consultancy while Andersen 
Consulting is an IT specialist with an implementation focus.
Many firms manage to build a quality reputation, which is apparently 
impervious to new entrants. Firms can offer more than one core service i.e. 
strategy with implementation. At another level, a firm may offer an integration 
of peripheral (non-core) with core services. The choice of combinations made 
by each firm reflects its competitive strategy (Carman and Langeard, 1980).
Cost Leadership
A low cost or price position can defend a firm against powerful clients 
because it can exert the power to drive down prices to the level of the next 
most efficient competitive firm. Any firm able to achieve the lowest costs can 
gain competitive advantage.
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Equally, a low price position can place the firm in a favourable position when 
it comes to substitution relative to its competitors in the industry.
Firms adopting cost leadership strategies require the exploitation of any 
possible economies of scale and economies of scope. To achieve this, a firm 
may need to change the structure of its organisation. The alliance of large 
Pakistani accountancy firms with foreign management consultancies may be 
a part of a process to achieve economies of scale as well as specialisation or 
scope. This can be defined as the cost saving of providing the services of a 
sharable input to two or more services.
Service firms may exploit three major types of scope economies. These are:
1) the sharing of physical assets such as an office or as well as reputation of 
or brand names across different services and markets;
2) the sharing of external relations with clients and other institutions or 
associates. The relationship is based upon reputation and trust 
(Edvinsson and Richardson, 1989);
3) the pooling of knowledge developed in different markets. All these scope 
economies can be quite viable options for achieving competitive 
advantage in the Pakistani market place.
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Low-cost firms generally sell a standard, or no-frills product (Porter, 1980). To 
adopt this strategy, a firm will need to emphasis cost reduction at every point 
in its processes. However, critics say, cost reductions only lead to competitive 
advantage when clients are able to make comparisons. Furthermore, cost 
reductions may lead to price reductions, which can deliver lower profit 
margins. Some critics may argue that it can have a damaging impact on the 
market positioning of its product or service that can lead to limit the 
usefulness of the product or service offered (lynch, 1997).
Focus
A focus strategy involves offering a product or service, which meets the 
needs of a specific group of customers. The choice of this strategy becomes 
apparent when neither a low cost nor a differentiation strategy is possible for 
a firm across the broad range of the market (Lynch, 1997). For example, the 
low-cost strategy may require economies of scope or scale, which are not 
available. Also, the cost of differentiation in a mass-market may be too high. 
For example, high quality differentiation and low-cost product under the same 
brand name may not be credible. For all these reasons it may be viable to 
adopt a focus strategy.
Focus strategy generally split into two: cost focus and differentiation focus. 
Cost focus strategy gives a firm cost advantage in its chosen segment. This 
can be the product line, geographical location, market or customers. With a 
differentiation focus a firm seeks differentiation in its target segment.
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By focusing on one segment of the market and attempting to meet their 
specific needs, the firm is more likely to achieve either low cost or 
differentiation or both within that segment (Speed, 1990).
The focus strategy is based on the notion that the firm adopting a narrower 
strategy targets more effectively or more efficiently than competitors who are 
competing more broadly. In the management consultancy industry, a firm can 
promote its service based on product functions, thus making it known as a 
specialist to potential clients. For example, corporate strategy, human 
resource management, telecommunication or System Application Product 
(SAP) specialist. In doing so the firm must direct its skills and other resources 
towards that particular segment.
Speed (1990) provides further useful thinking within the area of focus 
strategy. He creates two categories of focus: ‘simple-focus’ and niche as 
‘super-focus’. A simple-focus selects a group of customers within the market 
whose needs can be met by a smaller section of the industry’s firms. 
Whereas a super-focus selects a group within a market whose needs may be 
met by only one firm.
This strategy also comes under criticism like other generic strategies. Some 
find it is difficult to identify which niche is likely to prove worthwhile. However, 
for smaller consultancy firms, it may be useful to pursue a niche strategy, 
away from the broader market.
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In some cases, firms adopt multiple strategies, for example, a firm that uses 
the differentiation strategy or low-cost strategy might also adopt one of the 
niche strategies. Larger firms may be able to compete with multiple strategies 
because of the resource strengths. Their low-cost-differentiation strategy 
could be the result of the use of scale economies in staff training and 
advertising or sharing costs with other units or firms.
Stuck in the Middle
The three broad dimensions of strategies discussed above are all viable and 
useful tools for generating basic options in strategic analysis. Porter (1980) 
defines a certain firm as “stuck in the middle” when it fails to develop a 
strategy in at least one of the three directions.
Being stuck in the middle or marginalised is regarded as an extremely poor 
strategic situation. A firm stuck in the middle lacks strategic direction and 
consequently cannot perform as well as those competitors who have a 
definite strategy. All these three approaches take a prescriptive view of 
strategies (Lynch, 1997).
Alternative Generic Strategies (AGS)
There are a number of assumptions or simplifications in the prescriptive 
model that may not be valid in practice. Some of the criticisms came under 
discussions in Porter's generic strategy analyses.
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To survive in today’s competitive climate, it has been argued that strategy 
must include mechanisms that transfer learning from the individual to the 
group (Quinn, Mills and Friesen, 1992). Mintzberg (1987) argues that 
‘formulation and implementation merge into a fluid process of learning 
through which creative strategies evolve’ (Crafting strategy. Harvard 
business Review, July-Aug. 1987).
Senge (1990) identifies five learning disciplines. Learning is defined as active 
creativity to develop new strategies and opportunities (Senge, 1990). The five 
learning disciplines are:
1. Personal mastery - not only developing personal goals but also creating 
the organisational environment that encourages groups to develop goals and 
purposes.
2. Mental models - reflecting and speculating upon the pictures that 
managers and workers have of the world and seeing how these influence 
actions and decisions.
3. Shared vision - building commitment in the group to achieve its aims by 
exploring and agreeing what these aims are.
4. Team learning - using the group’s normal skills to develop intelligence and 
ability beyond individuals’ normal abilities.
74
5. System thinking - a method of thinking about, describing and 
understanding the major forces that influence the group.
(Source: Based on the writings of Peter Senge, 1990)
Some of these disciplines, for example, shared vision and team learning are 
common practice in many innovative management consultancies. However, 
other disciplines in learning based strategic route has real value as a concept 
but methodologies for defining and measuring them are not yet well 
developed. There are critics of learning based approach to strategy. Jones 
and Hendry (1994) question, how and when organisations should adopt the 
learning-based approach?
By contrast, alternative generic strategies offer four ways in which alternatives 
can be considered: stability, expansion, retrenchment, and combination 
(Jauch and Glueck, 1989). A firm adopt stability strategy when it continues to 
serve the clients in the same product or service, market, and function sectors 
as defined in its business definition. Firms tend to make few major changes in 
the product or service line, markets, or function. Function revolves around 
how the firm wishes to add value, for example, new ideas, technologies or 
methodologies. However, firms tend to make a similar level of effort. It is an 
unintended strategy in a relatively stable environment, offers few 
opportunities, causes few threats and proves less risky.
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Persuasion of an expansion strategy leads to additional product or service or 
adds new markets or functions or activity. Firms tend to increase their efforts 
of the current business by adding to the scope of the activity or function. An 
increase in size or capacity may lead to growth in profitability. However, rapid 
expansion can also lead to pressures from competitors (Jauch and Glueck, 
1989).
A retrenchment strategy is a strategy of improvement through reduction of 
activities or withdrawing from certain markets. It is pursued by firm when it 
has tried everything and failed. This may even lead to liquidation of business. 
On the positive side, this provides resources for innovation, new ideas or new 
markets by redeployments of resources from old or failed activity to new 
ones.
Finally, within the options of alternative generic strategies (AGS), the 
combination strategy decision-makers consciously apply several grand 
strategies (stability, expansion and retrenchment simultaneously) to different 
parts of the firm. Firms expands service or product line incrementally. It 
expands by adding greater market penetration, adding new markets 
geographically, for example, big management consultancy firms moving in the 
developing countries markets.
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Growth of business is becoming more critical over the long term than making 
profits in the short term. Especially when competitive environments changing 
at different rates.
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Chapter Four
Research Methodology and Findings
4.1 Introduction
The management consultancy industry is generally well known for its 
fragmented structure. Alongside with few big names there are many small 
firms or ‘own brand’ consultancies are operating in the markets with their own 
strategies.
The preceding chapter has discussed a number of dimensions of strategy and 
the contributions that these can make to performance, especially in the 
context of a competitive environment.
As part of this research, there has been a specific focus on the relationship 
between strategies and performance in the context of the management 
consultancy industry in Pakistan. Businesses in general, require 
opportunities and this applies to management consultancy as well as any 
other kind of business. Management consultancies as business will not 
prosper unless it can identify opportunities to develop a competitive 
advantage and then capitalise on those opportunities. The tasks of 
competitive analysis and strategic planning are central to building a 
competitive advantage.
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Understanding competitive forces and developing strategies are complex 
exercises for firms, as the scope of the consultancy business is wide. Strategy 
formulation can be seen as the selection of product / service market allocation 
decisions that promise to generate superior performance over competitors.
This chapter is divided into three sections. Section one is an introduction. 
Section two deals with the methodological framework and section three 
presents the analysis of empirical findings.
4.2 Methodological Framework
As we have seen, theoretical discussions concerning the relation between 
strategies and performance have been in circulation since the 1960s. 
Empirical research on strategic groups or clusters and its relationship with 
performance has emerged only in the recent years. Much of this early 
research employed quantitative methodologies, mainly statistical forms of 
analysis and surveys. Aldag and Bartol (1978), in a review of studies on 
corporate social performance, found that researchers, particularly those 
working in a quantitative empirical tradition, have utilised a variety of devices 
to measure business sensitivity.
Kerlinger (1986) suggests that good research questions for positivistic or 
quantitative study should express a relationship between variables and imply 
the possibility of empirical testing. Hypotheses normally deduced from a set of 
interrelated variables or theories. According to Black (1993) ‘theories are
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explanations of how things function or events occur'. It is clear from the 
conceptual and theoretical framework that strategy is an enormous field of 
enquiry. Under a positivistic study or in an exploratory attempt research 
questions are stated as hypotheses (Hussey and Hussey, 1997).
The theoretical or conceptual framework is a fundamental part of this 
research. In order to define the conceptual scope of this study and examine 
the extent to which MCFs are clustered around generic strategies, the 
following hypotheses were set to examine to test the correlation between the 
strategies of MCFs (in clusters) and their performance:
1) Null hypothesis (Ho): a strategic cluster (MCFs adopting generic 
strategies) does not differ from the non-strategic cluster (MCFs not 
adopting generic strategies);
the alternative hypothesis (Hi) is:
2) (Hi): a strategic cluster (MCFs adopting generic strategies) does differ 
from a non-strategic cluster (MCFs not adopting generic strategies);
3) Null hypothesis (Ho): adopting a strategy (MCFS in a strategic cluster) 
does not lead to a better performance than a firm that does not adopt a 
strategy (MCFs in a non-strategic cluster);
the alternative hypothesis (Hi):
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4) (Hi); adopting a strategy (MCFs in a strategic cluster) leads to a better 
performance than a MCF that does not adopt a strategy (MCFs in non- 
strategic cluster).
The 15 independent variables and two dependent variables were identified 
from above hypotheses are listed later in this section.
Increasingly, firms and organisations take clusters of related characteristics 
as a starting point to formulate industrial policies and strategies (Jacobs and 
De man, 1996). In addition to this, it provides an operationalisation of strategy 
into several dimensions of strategic groups (Fiegenbaum and Thomas, 1993). 
In this study strategic group in which firms operate is defined in terms of a set 
of dimensions of strategy. There is no one correct definition of strategic 
clusters. The strategic cluster or group is defined for here as groups of firms 
within management consultancy industry that follow the similar dimensions of 
strategy and which compete closely. The analysis of strategic groups or 
clusters can serve a useful analytical tool to detect heterogeneity and 
homogeneity of MCFs strategies, which then links to measures the success of 
inter-firm performance.
A number of research studies have shown that strategic planning does indeed 
result in superior performance, for example, PIMS database is linked between 
strategy and performance (O’Farrell, Hitchens and Moffat, 1993).
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On whatever basis a firms competes in its market place, it aims to be superior 
to its rivals. Identification of critical factors is important. For example, image is 
a critical dimension of strategy in consultancy industry. The growing 
complexity and specialisation of services mean that competitive strategies are 
becoming vital in order to gain sustainable advantage.
Forging alliances to update skills, focusing on specific markets and offering 
specialist product are some of the critical dimensions of strategy. Firms that 
are comparatively superior in adopting some or more of these dimensions of 
strategy would produce superior performance.
The 15 independent variables, which were used in postal questionnaire 
survey, have been discussed and reviewed critically in chapter three. These 
variables reflect the multidimensional concept of the competitive strategy. 
Throughout this study these 15 variables are referred as dimensions of 
strategy. Management consultancy firm (MCF) has a number of options in 
which it can defend itself in the market.
A firm can self-diagnose its strategy and its effectiveness in terms of 
performance using hard data, such as the technical profile of staff, its position 
in the market, clients’ perceptions about the firm and its portfolio of products 
(Kubr, 1988).
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The 15 independent variables or dimensions of strategy are:
1) Generic firm
2) Lower charge out rate
3) Product promotion based on industrial sector
4) Wide range of products
5) Small/medium sized clientele
6) Higher charge out rate
7) Product promotion based on function
8) Partnership with foreign consultancies
9) New product development
10) Large / multinational clientele
11) Identifiable product image
12) Earnings from overseas assignments
13) Focus on market/industry segment
14) Advertising
15) Specialist firm
For some, competitiveness is the ability to perform well and for others it could 
be the generation and maintenance of competitive advantages (O’Farrell, 
Hichens and Moffat, 1993).
The monitoring of operational and financial performance is an essential part 
of business functions. Past performance can be reviewed in terms of the 
firm’s pace of growth, market share, financial results and other developments 
in order to measure the effectiveness of current strategy and the direction of 
future options (Kubr, 1988).
In the business service firm context, O’Farrell, Hichens and Moffat (1993) 
used value added per person or fee earnings and percentage of repeat 
business as measures of performance of firms in relation to Porter’s generic
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strategy. Management consultancy businesses normally bill their clients on 
the basis of chargeable time for the assignment or project. As management 
consultancy services are highly labour-intensive, it is therefore, necessary to 
monitor the contribution each consultant makes in generating fee income for 
the firm. Successful implementation of assignments and projects can lead to 
a repeat business from the existing clients.
In some advanced nations’ consultancy firms the volume of repeat business 
can be as high as 70% to 80% (Kubr, 1988). For example, Boston Consulting 
Group (BCG) gets about 80% of its business from existing clients and 20% 
from new clients (O’Shea and Madigan, 1997). If an organisation is satisfied 
with the know-how of the firm then it may turn to same firm in future. Some 
may argue that some other performance factors, such as billing growth and 
margins would have given better reflections of performance than the ones 
that are suggested for this investigation.
Arguably, some data tend to be more sensitive than others and could have 
resulted in a lower response rate than those have achieved. The following 
two dimensions of performance as dependent variables were used in the 
questionnaire to collect and measure performance data:
1 ) Man-hour per consultant
2) Percentage of repeat business
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However, repeat business cannot be seen forthcoming automatically. Clients’ 
requirements can change, more dynamic firm can come with better ideas and 
competition should not be underestimated. A good marketing strategy should 
keep inform the existing and a potential new client about the developments of 
new products, technology and changes in the client’s market position.
Questionnaire Design
The research activities in management have established a significant corpus 
of literature. In an exploratory or under a positivistic research paradigm 
questionnaires can be used for large scale survey (Hussey and Hussey, 
1997). It is a much-used method of data collection in terms of cost and 
distance, closed-ended questions were used in the questionnaire design. This 
is a suggested approach for an exploratory enquiry (Hussey and Hussey, 
1997).
The aim in constructing a research methodology for this study has been to 
adopt a hybrid approach, utilising a combination of primary sources, based 
around postal questionnaire survey as discussed above and protocol analysis 
(discussed below), and secondary materials.
The questionnaire was used to collect primary data on strategic dimensions 
as perceived by the MCFs and hard data on performance. This type of 
methodology is well evidenced in the literature (Kim and Choi, 1994; Dess 
and Davies, 1994; Parker, 1997).
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Two main sources were used to develop a two-part questionnaire item. The 
first source was used on previous research (Kim and Choi, 1984). The second 
focused on discussions with management consultants and academia. The 
discussions especially with practising management consultants over several 
years both in Pakistan and in the UK have provided the practical aspects of 
strategy and performance issues that are most important to management 
consultancies.
In part one of the questionnaire, the respondents were asked about their 
firms’ demographic profile, together with information about types of 
ownership. Part two presented a series of statements, developed to identify 
the strategies of the firms. In this part, respondents were also asked to 
provide the volume of assignments completed in terms of man-hours and 
percentage of repeat business acquired over three-year period.
The 15 statements were presented using a Likert five-point scale with 
anchors of 1= “disagree strongly” to 5= “agree strongly”. The five-point scale 
provides 1= strongly disagree, 2= disagree, 3= undecided, 4= agree and 5= 
strongly agree. Midpoint (3= undecided or not sure) divides the order of 
importance of statements. Some may argue that a six-point scale could have 
been better, reducing, as it does, the central tendency of a five-point. With a 
five-point scale, 3 in the middle have provided the respondents a choice if 
they were unsure or neither agree nor disagree about the statement.
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Researcher takes this as learning experience and would suggest applying a 
six-point scale where necessary.
Pilot Test
The questionnaire used in the postal survey was first pre-tested for two main 
reasons. First, to check the items of the statements were specific, free from 
bias, clearly understandable, and capable of being understood by Pakistani 
management consultants. The pilot questionnaires were issued to 10 people 
in the UK. They were practising management consultants, academia and 
people of Pakistani origin. The pilot test provided additional clarity and 
relevance to questionnaire items.
These were mostly in terms of wording of statements to avoid any ambiguity.
The second reason for the pilot test was to conduct ‘mock statistical analysis’ 
of data derived from the pilot questionnaires. This provided a clearer 
understanding of the consequences and the importance of sample size in 
relation to testing the data for statistical significance.
Data collection - Questionnaire surveys and Protocol analysis
180 management consultancy firms (MCFs) listed in the 1995 trade 
directories, such as Yellow pages and a list issued by the Planning 
Commission, government of Pakistan, were approached through postal 
questionnaire. It was later revealed that a large number of firms listed in the
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directories or on the government list did not exist any more. It was also 
confirmed during interviews with senior managers that in reality, there are 
only about 100 firms operating on a regular basis.
The postal questionnaires were addressed to managing director/partner/sole 
practitioner with a covering letter describing the study and its purpose, and an 
assurance from the researcher that their identity would be kept confidential. 
Each questionnaire was attached with a prepaid envelope (appendix ii). For 
cost reasons the questionnaires were posted and received in Pakistan. The 
researcher followed this up on a personal visit to two major cities in Pakistan: 
Karachi, an industrial and commercial city and Islamabad, the capital of 
Pakistan. During a ten-day visit, the researcher contacted the firms by 
telephone. This method proved cost effective in getting quick responses and 
maximum number of replies.
Protocol analysis
In addition, visit to Pakistan, provided an opportunity to conduct interviews by 
way of protocol analysis. 10 senior managers (owner-managers, senior 
partners and CEOs) of MCFs were approached for a face to face interview 
(Protocol list - appendix iii). The aim of this approach was to ascertain an 
immediate explanation and clarification of the issues and responses brought 
up in the questionnaire. Hussey and Hussey (1997) describe protocol 
analysis as ‘a data collection method used to identify the mental processes in 
problem solving’. In our informal and flexible approach, the participants
described and explained their views on some specific questions and provided 
additional information on the related matters. The researcher took notes of 
the participants' comments.
Within protocol analysis, the approach used for this research is described as 
concurrent varbalisation. It takes place when the participant is asked to 
describe and explain their thoughts as they undertake a task (Hussey and 
Hussey, 1997; Easterby-Smith, Thorpe and Lowe, 1995).
In this exploratory research, the protocol technique provided some important 
information and understanding of the inner workings of the management 
consultancy firms and their strategic approaches.
Several researchers used this method to understand the though processes of 
the participant. For example, Clarkson (1962) used this to examine the 
decision-making processes of a US bank officer. Day (1965) used it to 
establish what information is used by the investment analysts when making 
decisions. Others used it to pre-test questionnaire (Bolton, 1991). Although it 
has a wider use. The technique is open-ended and flexible, but the method is 
expensive and time consuming. Hussey and Hussey (1997) suggest that the 
number of participant should be small and not more than a dozen.
By the cut off date (end of July 1996), 48 responses to the survey were 
received. Another 30 undelivered envelopes were returned. A response rate
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of 37% was achieved with 11 incomplete questionnaires. This was achieved 
due to follow-up initiative by the researcher. Considering the distance 
implications, the response rate has been fairly good for postal questionnaire, 
but by no means 100%.
4.3 The Statistical profile of MCFs in Pakistan: Empirical Findings
This section sub-divided into two main areas. Sub-section one presents a 
statistical profile of the management consultancy firms (MCFs) in Pakistan: 
demographic profile, types of ownership, and their activities. In exploratory 
data analysis, it is useful to present data in tables, charts, graphs and other 
diagrammatic forms (Hussey and Hussey, 1997). The analysis of strategic 
clusters, performance measurements and strategy - performance relationship 
are settled empirically in sub-section two.
Type of Company
The data thus generated came from 37 MCFs. The table 5 below shows that 
the vast majority (60%) MCFs are privately owned limited liability companies, 
24% consists of partnerships and 13% are sole practitioners.
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Table 5: Type of Company (firm)
Total %
Sole practitioner 13
Partnership 24
Private limited 60
Others 03
Number of MCFs 37
Year of Establishment (starting up in business)
The vast majority (49%) of management consultancies surveyed were 
established in the 1980s (1980-90). A period of economic restructuring and 
increase ad-hoc use of consultants by the IMF and the World Bank during 
and ofter Afghanistan crisis. In the first half of the 1990s (1991-95) the rate of 
growth showed a downturn in the trend for new start up businesses. 19% 
firms were established during 1970s and 13% were prior to 1970 (table 6).
Prior to the 1980s, the consultancies in Pakistan were largely controlled by a 
few large public sector organisations. A massive development of resources 
took place in the 1960s and the 1970s. These developments were largely 
supported by foreign aid. The majority of foreign aid came in the form of 
project and technical assistance programmes. Under technical assistance 
programmes, a large number of foreign ‘experts’ came to Pakistan. Many of 
these foreign experts worked had with local indigenous experts.
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Table 6: Year of Establishment
Total %
Pre 1970 13%
1971-80 19%
1981-90 49%
1991-95 19%
Practice Working Mode
The majority of management consultancy firms (MCFs) were
full time operators. Only 7% MCFs surveyed were reported they have working
mode as part time.
Size of firm
The firms are defined as small = 1-10, medium = 11-20 and large = 21+ on 
the basis of number of employees (table 7). The management consultancy 
industry in Pakistan is fragmented with a large number of small firms. On 
average over three-year (1993-95), 53% of MCFs surveyed were small firms. 
The growth of medium sized firms showed an upward trend in 1995. Whereas 
in the same period, the rate of growth showed a downward trend in large 
sized firm.
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In terms of employment, the large firms were the major employers of 
consultants. The large firms in the survey employed on average 64 
consultants. The average number of people employed in small and medium 
sized firms were 5 and 16 respectively. The survey also indicated that the 
employment of consultants increased by 24% from 1993 to 1994 and less 
than 1% between 1994 and 1995.
Some small firms, especially sole practitioners have deliberately opted to 
remain small while they gain their personal credibility in industry.
Table 7: Firm Size and Number of consuitants During 1993-95
Size 1993 1994 1995
No.of % No.of % No.of %
firms firms firms firms firms firms
Smali 18 53% 18 53% 18 50%
Medium 06 18% 06 18% 09 25%
large 10 29% 10 29% 09 25%
Total 34 100% 34 100% 36 100%
Total
cons: 695 864 870
Small: 1-10 staff; Medium: 11-20; Large > 21 staff
Industrial Sector Experience
In order to identify the market sectors and source of clients, the respondents 
were asked to identify their firm’s industrial experience. The MCFs’ 
experience was classified according to the industrial sectors.
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Table 8 presents respondents’ experience in the industrial sectors of the 
consultancy market. The responses are shown in percentage against each 
industrial sector based on 37-surveyed MCFs. Majority of MCFs has indicated 
that they have had more than one sector experience.
Government constitutes an important market for management consultancies 
in Pakistan (53%). The other major dynamic industrial sectors identified were: 
education and training (43%) and banking (37%). The sectoral focus in 
consultancy reflects the structural changes in the economy of a country (Kubr, 
1986). The service sectors are becoming an important source of consultanty 
work. This includes clients from education, banking, professional services and 
non-governmental organisations (NGOs), such as social action programmes 
of community health and rural development. However, in the context of a 
developing country, a large number of assignments are still generated from 
developmental projects and infrastructure.
Table 8: Management Consultancy Market Sectors 
Market Sectors Percentage
Government 53
Education and Training 43
Banking 37
professional services 33
Oil and Chemical 30
Textile and Clothing 30
Gas, Electricity & Water 30
Pharmaceutical 27
Construction & Eng. 27
Food & Drinks 23
Leisure & Tourism 20
Agriculture 17
Scientific services 13
Retailing 10
Others (IT, Defence etc.) 07
Note: respondents were able to tick more than one sector.
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Consultancy Specialism
In order to sustain competitive advantage, management consultancies are 
seeking greater specialisation. Increasingly, clients are looking for ‘experts’ 
who can solve specific business problems. It is likely that they would benefit if 
management consultants possess the sectoral experience and functional 
expertise for the assignment concerned.
Table 9 shows the functional expertise of management consultancy firms 
(MCFs) in Pakistan. The responses are shown in percentage against each 
area of specialism. For example, 43% indicated that they have general 
management as a specialist area of their function. Majority of MCFs has
shown their specialism in more than one area. The current profile of MCFs
indicates an interdisciplinary and multifunctional approach to consultancy 
specialism.
Table 9: main Consultancy Specialism
Functional Percentage
Areas
General management 43
Strategic Planning 43
Human Resources 33
Manufacturing operation 30
Sales & marketing 30
IT/Computer 23
Finance 23
Engineering 23
Executive Recruitment 17
Distribution 13
Others (TQM,Environment) 04
Note: Respondents were able to tick more than one area of specialism.
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Operationalisation of Strategic Groups
In order to examine the level of agreement of each of the 15 independent 
variables or dimensions addressed as statements in the questionnaire, the 
respondents were asked to score their firm’s strategic view in order of 
‘intensity’, 1= ‘disagree strongly’ to 5= ‘agree strongly’. In each case the 
response to scale was used as the firm’s score on that statement. The 
respondents were asked to tick all 15 statements (see questionnaire 
responses data table, appendix (iv).
Within the strategic groups or clusters in which firms compete a number of 
dimensions of strategy can be discerned. In terms of strategic groups the 
differences reflect broad generic strategies. The analysis of groups was 
carried out in two stages. In stage one, dimensions or independent variables 
were categorised according to the similarities or dissimilarities by applying 
following statistical methods: the calculations of correlation of 15 independent 
variables; measurement of distance between each variable and a minimal 
spanning tree is drawn from distance matrix analysis. Stage two of the 
analysis deals with the matching of MCFs with the similar category of 
dimensions of strategy.
Stage One - Analysis of variables or dimensions
The analysis of clusters begins with an attempt to classify variables as a way 
of describing their relationship with each other. The aim was to cluster MCFs 
into a reasonable number of groups in such a way that all the MCFs in the
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same group would have similar characteristics and firms in different groups 
would have significantly different dimensions. In other words, individual 
variables fall into distinct groups or clusters. The characteristics of a strategic 
group depend on the variables, which formed that group.
The cluster analysis relating to independent variables was carried out in two 
stages. At stage one, the analysis of variables was undertaken to identify a 
set of underlying dimensions. And at the second stage, MCFs were matched 
with similar variables or dimensions obtained from stage one. The stage one 
analysis further took three stages: (1) the calculations of correlation of 15 
variables using original data were carried out; (2) in order to determine the 
positions of variables relative to each other, distance measurements were 
carried out. The distances between all 15 variable-pairs are presented in a 
distance matrix (appendix v). Smaller distances between variables are then 
associated with more similar scores on the various variables. (3) From the 
distance analysis, a minimal spanning tree is drawn (see fig.2).
The minimal spanning tree creates single linkage clusters. A variable belongs 
to a cluster if it has just one link to other variable (Cohen, 1988). After deleting 
the longer distances between the variables, four dimensions of variables are 
found (table 11). The distance, which is smaller, represents a high positive 
correlation whereas larger distances represent variables that are negatively 
correlated (Duysters and Hagedoorn, 1995). In other words, small distance in 
the variables indicates large similarity.
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Table 10: Critical Strategy Dimensions (OSD)
Mean Rank Percentage
Score Order Response
Large/Multinational clients 3.84 1 65
Identifiable image 3.73 2.5 65
Known as specialist firm 3.73 2.5 65
Wide range of services 3.49 4 57
Higher charge out rate 3.35 5 46
Function based product promotion 3.16 6 46
Alliance with foreign firms 3.08 7.5 41
New product development 3.08 7.5 41
Focus on market segment 2.82 9 38
Fee income from overseas market 2.62 10 38
Generic product 2.54 11 24
Lower charge out rate 2.43 12 16
Industry based product promotion 2.40 13 30
Small/medium sized clients 2.03 14 24
Advertising 1.43 15 05
Note: Respondents were able to tick more than one statement
Fig.2 Minimal Spanning Tree
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From the above minimal spanning tree, four categories of variables are found.
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These are presented in table 11.
Table 11. Dimensions of Strategy (variables) Obtained 
from Minimal Spanning Tree
Category Dimensions of strategy:
large multinational 
clientele (var.10);higher charge out 
rate(var.6); new product development 
(var.9); identifiable image(var.11); wide 
range of products(var.4).
advertising (var14); industry 
based product promotion (var3)
lower charge out rate (var.2); 
function based product promotion 
(var.7); fee income from 
overseas market (var.12); focus on market 
segment (var.13): small/medium size 
clientele (var.5); generic product (var.1)
alliance with foreign (var.8)
Specialist firm (var.15).
Stage two - Analysis of clusters
Stage two in the cluster analysis involved matching the best fits of similar 
dimensions of variables obtained in stage one to MCFs. Three simple 
matching methods were applied and these are as follows:
Method 1: required a minimum of three variables from the same category of 
variables with a score of 5 each on a five-point Likert scale.
Method 2: required a minimum of three variables from the same category of 
variables with a score of 4 or 5 each on a five-point Likert scale.
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Method 3: required a minimum of three variables from the same category 
variables with a score of 5 on two variables and score of 4 on one variable.
As a rule of thumb, minimum three dimensions or variables each with score of 
4 or 5 was required to form a meaningful strategic cluster or group. MCFs 
which do not come within 1-3 methods described above were regarded 
having no significant strategy and referred as cluster C for the purpose of this 
research.
The above methods produced three clusters or groups of MCFs. Each MCFs 
were identified according to similarities in their dimensions of strategy 
identified in table 11 are shown in table 12.
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Table 12: Strategic Clusters Formation Process
Method variable Strategic Strategic group members 
Category group (MCFs)
1 A 4,12,15,16,17,*24,25,
29,31,*35,36
2 - none
3 B 9,*24,*35
4 - none
1,2,3,5,6,7,8,10,11,
13,14,18,19,20,21,22,
23,26,27,28,30,32,33,
34
*1,*4,*5,*9,*10,11,12,
15,16,17,18,19,22,23,
*24,25,26,27,29,31,*35
36,37
none
3 B *1,2,*4,*5,*9,*10,*24,
28,33,*35
4 - none
3,6,7,8,13,14,20,21,30
32,34
1 A 5,*9,*10,11,12,15,16,
17,19,22,*24,25,29, 
31,*35,36
2 - none
3 B 1,4,*9,*10,*24,28,*35
none
2,3,6,7,8,13,14,18,20,
21,23,26,27,30,32,33,
34,37
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* appeared in more than one groups 
C= shows no strategy
The strategic cluster formation process table 12 shows that method 2 has 
produced much more significant groups than method 1 and 3. For our 
research purposes, the cluster analysis resulted in three groups of MCFs with 
similar dimensions of strategy. These are: cluster A, consists of dimensions 
of strategy in variable category 1, table 11); cluster B based on dimensions of 
strategy identified in variable category 3, table 11); cluster C made up from 
fragmented dimensions of strategy identified in variable category 2 and 
category 4 in table 11.
As some MCFs appeared in both cluster A and cluster B(method 2, table 12), 
the researcher made his judgement
simply by looking for patterns in the data and transferred the over-lapping 
MCFs from cluster A to group B. Mixed methods were used above which 
proved equally simple and rigorous in analysing qualitative data. Abrahamson 
(1983) suggests that a mixed approach prevent the research becoming 
method-bound.
The means and standard deviations of dimensions of strategy belonging to 
each cluster were calculated to compare and contrast the individual 
dimensions of strategy differences and clusters’ differences. These 
differences are discussed in chapter five. The results of these calculations are 
presented in table 13.
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Table 13: Mean and Standard Deviations of the Strategy 
dimensions in each Cluster.
Table 13(A); Cluster A
Strategy Dimensions Mean SD
Identifiable image 4.25 0.930
. Large/multi’n clients 4.38 0.885
Higher charge out rate 4.06 1.062
Wide range of product 4.25 1.064
New product development 3.88 1.258
Firm size: 8=6; M=3; L=7. Total MCFs 16
Table 13(B): Cluster B
Strategy Dimensions Mean SD
Product promotion(func.) 4.40 0.699
Focus on market segment 4.10 1.449
Fee income from overseas
markets 3.90 1.595
Generic product 3.40 1.130
Lower charge out rate 3.20 1.229
Small/medium sized clients 2.90 1.728
Firm size:S= 5; M=2; L=2;; not known 1. Total MCFs 10
Table 13(C): Cluster C
Strategy Dimensions Mean SD
Product promotion(ind) 2.45 1.213
Alliance with foreign
consultancies 3.00 1.483
Advertising 1.18 0.603
Known as specialist firm 3.00 1.483
Firm size:S=7; M=2; L=2. Total MCFs 11
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As a consequence, 70% of the surveyed MCFs clustered around some form 
of generic strategies whereas 30% MCFs, according to this analysis, showed 
no significant strategic choice within the remit of this study.
Table 14: Difference between Clusters in terms of
Dimensions of Strategy (independent 
variables): significant test
Mean Std. t-test Results
Cluster A 
Cluster B
3.30
3.36
1.16
0.74
t-statistic 0.167 
tz4,5% = 2.063
Cluster A 
Cluster C
3.30
2.57
1.16
0.49
t-statistic 2.264 
t25,5% = 2.059
Cluster B 
Cluster C
3.36
2.57
0.74
0.49
t-statistic 3.477 
t-i9,5% = 2.09
The testing of hypotheses were carried out in two steps. The first step 
involved formation of empirically valid clusters of MCFs with similar strategy 
dimensions. The second step involved testing the relationships between 
strategic / non-strategic cluster and performance.
Step one: Significance of strategic and non-strategic clusters
HI: Null hypothesis (Ho). The strategic clusters (made up of firms adopting 
generic strategies) do not differ from the non-strategic cluster (firms not 
adopting generic strategies).
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H2: the alternative hypothesis (Hi). The strategic clusters (firms adopting 
generic strategies) do differ from the non-strategic cluster (firms not adopting 
generic strategies).
In order to test the validity of above hypotheses, two sample independent t- 
tests were applied. The results of the cluster analysis of strategy dimensions 
suggest that the formation of three clusters best fit the data. Tables 13(A), 
13(B) and 13(C) present the means and standard deviations of each 
dimensions of strategy within their cluster group. These tables also show the 
characteristics of each MCF in terms of firm size. Larger size MCFs (82%) 
appears to be more proactive in adopting strategies than the medium (71%) 
and smaller (61%) sizes.
Table 14 presents the statistical significance of each cluster to verify that 
there are differences across the three clusters because of the dynamic nature 
of dimensions of strategy in each cluster. Although there are some variations 
between strategy dimensions, the results suggest that cluster A and cluster B 
is statistically consistence. Their data matched by mean values. 53% of 
independent variables' scores of cluster A lie within one standard deviation 
and 100% within two standard deviations whereas Cluster B shows 67% and 
100% scores lie within one and two standard deviations respectively (table 
14).
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The cluster C has a mean value of 2.57 and standard deviation of 0.49. About 
87% scores fall within one standard deviation. The mean value of Cluster C is 
smaller than their respective counterparts. The t-statistics (observed value or 
calculated value) of cluster A and Cluster C, and Cluster B and Cluster C are 
2.264 and 3.477 respectively (table 14). These t-statistics are significantly 
larger than their critical value of 2.063 at p<.05 level (table 14). On this basis 
this analysis, the first null hypothesis of ‘no difference’ in either direction (two- 
tailed), is therefore, rejected. The second hypothesis (H2), which is an 
alternative hypothesis (Hi), is, therefore, accepted. It can be concluded that 
both strategic clusters A and B did differ from the non-strategic cluster C.
The test also confirmed that cluster A did not differ from cluster B as both of 
these clusters have been made up of firms adopting strategies. Strategic 
clusters consist of firms with best-matched dimensions of strategy whereas 
cluster C consists of firms with no significant strategy dimensions.
Step two: Relationship (correlation) between strategies (strategic 
groups) and MCFs performance
A strategy of dynamic stability will only be feasible if the MCFs is able to 
attract new business from existing and new clients and retain them. For some 
firms successful performance is the clear goal, and their strategies, therefore, 
address this objective over the long term. A number of research studies have 
shown that strategic planning does indeed result in superior performance.
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forexample, PI MS database (PI MS mean Profit Impact of market strategy) 
calculates statistical correlation between various elements of strategy and 
performance (Lynch, 1997). This has made a useful contribution to empirical 
strategy research. How meaningful the correlation between the strategy and 
performance has been is a matter of academic debate.
The essence of this correlation is that it determines the state of competition 
within management consultancy industry and sets the context for MCFs’ 
strategies. It also determines performance benchmarks of the industry and 
has a correspondingly strong impact on the profitability and performance of 
the individual firm’s competitive strategies.
The hypotheses set to test the correlations between strategies and 
performance are as follows:
H3: Null hypothesis (Ho). Adopting a strategy (firms in strategic groups) does 
not lead to a better performance than a firm that does not adopt a strategy 
(firms in non-strategy group).
The alternative hypothesis (Hi) is:
H4: (Hi) Adopting a strategy (firms in strategic groups) lead to a better 
performance than a firm that does not adopt a strategy (firms in non-strategic 
group).
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In this analysis man hours per consultant and repeat business were treated 
as dependent variables and the groups or clusters as the independent 
variables.
The following two simply formulae were used to calculate the dependent 
variables (performance data) of individual firm.
In case of man-hours per consultant (MHPC), the formula used is as follows:
TMH
(1) MHPC= -----
ANC
TMH = total man hours over 3 year
ANC= average number of consulting staff over 3 year.
In case of percentage of repeat business (PRB), the formula used is as 
follows:
TPRB
(2) PRB= -----
NY
TPRB = total percentage of repeat business over 3-year 
NY= number of years.
The calculated performance data (dependent variables) is shown in 
appendix vi.
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Table 15:
Mean
Standard Dev. 
No. of MCFs
Difference between Performance of MCFs:
Man-hours contribution per Consultants Classified 
by Clusters, 3 year average, 1993-95 
Cluster A Cluster B Cluster C
2,569 2,637 1,030
1,199.63 995.18 417.47
10 5 6
Sample performances average 2,145 man-hours per consultant.
The measures in table 15 show that cluster A and cluster B performances are 
greater than sample performance average. Whereas, cluster C (firms 
adopting no strategies) performs lower than sample performance average. In 
fact, majority of firms (83%) in cluster C falls within one (+or-) standard 
deviation, and all of them fall below sample average. 60% of cluster A and 
80% of cluster B firms’ performance were greater than sample average.
Table 16: Difference between Performance of MCFs:
percentage of Repeat Business, Classified 
by Clusters, 3-year average, 1993-95
Mean
Standard Dev.
No. of MCFs
Cluster A
51.45
Cluster B Cluster C
24.84
14
49.58
24.33
33.32
19.92
6 8
Sample performance average 45.87% for repeat business.
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Table 16 shows the percentage of repeat business performance of the MCFS 
in three clusters. The sample performance average for repeat business was 
calculated as 45.87%. The analysis shows that 57% of cluster A, 66% of 
cluster B and 25% of cluster C repeat business performance data were 
greater than sample average.
Table 17: Correlation Measures: Performance of MCFs 
Against their respective strategic cluster 
(3-year average, 1993-95)
Man hours 
per consultant
Percentage of 
Repeat business
Mean Std. t-test Mean Std. t-test
Results Results
Cluster A 2,569 1,200 t-statistic 0.108 51.45 24.84 t-statistic 0 A 54
Cluster B 2,637 995 ti3, 5%=1.77! 49.58 24.33 ti8. 5%= 1.734!
Cluster A 2,569 1,200 t-statistic 3.00 51.45 24.84 t-statistic 1.759
Cluster C 1,030 417 ti4, 5%=1.761 33.32 19.92 t2o,5%=1.724'
Cluster B 2,637 995 t-statistic 3.62 49.58 24.33 t-statistic 1.376
Cluster C 1,030 417 tg, 5%=2.26* 33.32 19.92 ti2. 10%=1.356‘
Average 2,145 45.87%
*two-tail; lone-tail
Differences in performance (dependent variables) of MCFs were measured in 
their strategic cluster. A t-test statistic was applied to test the hypotheses (H3 
and H4). Two separate tests (between strategic clusters and between 
strategic cluster and non-strategic cluster) for each performance dimensions
no
were carried out (table 17) in order to test the hypothesis of correlation 
between the strategies and performance.
Our main theme of this study as has been stated earlier is adopting a strategy 
leads to a better performance. This emphasises the theme of this study that 
there is a relationship or correlation between strategy and performance.
The performance differences between a pair of clusters were measured 
using t-statistic calculations (table 17). If there are significant differences that 
occur between the clusters’ performance then the calculated value of the t- 
statistic would be larger than or equal to the critical value of a given level of 
significance. The test results show that cluster A’s and cluster B’s 
performances in terms of man-hours and percentage of repeat business. The 
calculated value is 0.108 for man-hours per consultant and 0.154 for 
percentage of repeat business. These are smaller than the critical value of 
1.77 for man-hours and 1.7341 for percentage of repeat business at 5% level 
of significance.
On the basis of this test, the null hypothesis (H3) of no association between 
strategic clusters (firms adopting strategies) and higher average performance, 
is therefore, rejected. In fact, the tests on both dimensions of performance, 
show that the strategic clusters A and B (firms adopting strategies) did higher 
average performance than cluster C’s performance, therefore, the alternative 
hypothesis (H4) is accepted.
I l l
When performances of these two strategic clusters (A and B) were measured 
with performance of non-strategic cluster(C), the results show that on each 
performance measures there are significant differences (95% confidence 
level) that exist between strategic clusters and no-strategic cluster.
The above test only shows that differences exit, but to see whether strategic 
clusters are better performers, it is necessary to analyse the table 10 further. 
The mean value of man-hours for strategic cluster A is 60% and for strategic 
cluster B is 61% higher than non-strategic cluster C. Both strategic clusters 
have performed above industry average.
The experimental hypothesis of positive relationship between strategy and 
performance is well evident in this analysis.
On an individual firm basis: 57% MCFs in strategic cluster A; 67% in strategic 
cluster B and only 20% in non-strategic cluster 0 performed above average 
levels.
The means and standard deviations of these two clusters show a very similar 
picture. For example, 70% of cluster A and 80% of cluster B performance 
data fall within one standard deviation.
Cluster was further analysed (table 18) by selecting one high performing firm.
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one middle performing firm and one low performing firm in each cluster to 
show any variance from the hypothesised results.
Table 18: Performance Measures Classified by High, Middle and Low 
performance MCFs in the Clusters
Man-hours 
(Mean values)
High Middle Low
Cluster A 4,654 2,760 633
Cluster B 3,840 2,924 1,200
Cluster C 1,680 1,138 537
Repeat Business 
(Mean values in %) 
High Middle Low
95.5 55.5 15.5
75.5 45.5 10.0
70.4 35.5 12.7
Both high and middle levels performing firms in cluster A and cluster B show 
greater than sample average performance. However, all low performance 
firms in these clusters indicate lower than average (table 18). All firms, with 
the exception of one (70.4% repeat business), in cluster C show lower than 
sample average at each level on both dimensions of performance.
The analysis, with the exception of some variance, generally support the 
hypothesis that adopting a strategy leads to a better performance than a firm 
that does not adopt a strategy. Therefore, it can be concluded that there is a 
positive correlation between a strategy and performance.
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Chapter Five
Strategy impacts on the organisation and competitiveness 
of MCFs in Pakistan
5.1 Introduction
Maintaining the performance stability in a competitive environment requires 
continual attention on strategic issues by a firm. This is because a firm’s own 
as well as competitors’ circumstances may change. In chapter four we 
analysed the data from the survey. It was argued that the strategies of MCFs 
are best to be analysed in clusters. These provide an opportunity of knowing 
the best fits of dimensions of strategies in different clusters.
There is a general consensus on distinguishing between the cognitive 
aspects of strategy formulation and the implementation, although this, 
according to Snow and Hambich (1980), does not necessarily imply that 
strategy is developed consciously. It may frequently emerge unintentionally.
In recent years, the field of business strategy has shown a noticeable shift 
away from an atomistic view, in which each firm is considered as a unique 
entity and towards a view that recognises commonalities among firms (Dess 
and Davis, 1984). Thus, clusters provide an intermediate frame of reference 
between viewing the industry as a whole and considering each firm 
separately. The assumption that strategic groups exist is implicit in the two 
best-known business strategies of Miles and Snow (1978), and Porter (1980).
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Turning to the literature on strategic clusters or groups there are notable 
similarities among Porter's (1980) differentiation, Miller and Friesen's (1978) 
adaptive firms, and Miles and Snow's (1978) prospectors. Similarly, Porter's 
(1980) cost leaders roughly recall Miles and Snow's (1978) defenders and 
Miller and Friesen's (1978) giants under fire (Miller, 1993).
However it does not mean that these clusters are substitutes for one another. 
Although there may be some links between types of structures and types of 
strategies.
The introduction section of this chapter briefly summarises the previous 
chapter. Section two attempts to examine the three strategic clusters derived 
from these analyses. Section three examines the strategy impacts on the 
organisational performance and competitiveness of MCF’s in Pakistan. It also 
suggests ways in which these can be incorporated into the industrial context 
of Pakistan.
The results obtained from primary investigations in this study are important for 
several reasons. First, they show a clear distinction of the three clusters. 
Second, they show a significant distinction between the performance of the 
three clusters. This lends support to the hypothesis that adopting a strategy 
leads to a better performance. Referring to the survey data of 37 
management consultancy firms (MCFs) in Pakistan. The initial analysis of 15 
variables shows four different dimensions of variables’ categories.
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Then these variable categories were matched with MCFs scores to create 
strategic clusters or groups.
The outcome of cluster analysis resulted in two strategic clusters and one 
non-strategic cluster. These clusters were identified simply as A (firms 
adopting strategies), B (firms adopting strategies with different dimensions 
than that of cluster A) and C (firms not adopting strategies). Some 70 per cent 
of the MCFs were allocated to cluster A and cluster B. The remaining 30 per 
cent were judged to be have no significant strategy and fall in cluster C.
Strategic dimensions, even in the same cluster are not exactly alike. They 
differ in terms of breadth of product line, diversity of customer base, image or 
reputation and product promotion. There may be situations when it is difficult 
to ascertain what choice a firm has in the way of a strategic dimension. A 
decision intended to be operational may turn out to be of strategic importance 
(Kubr, 1988).
Strategy is essentially a dynamic concept. Moncrieff, Pidgeon and Smallwood 
(1997) believe strategy formation process usually includes some element of 
visioning and planning styles. They emphasise that strategic intent could 
come from unwritten plans and outcomes of a social and political process 
rather than solely based on a set of documented plans.
116
5.2 Management Consultancy Firm’s Strategic Clusters
The strategic cluster analysis focuses on the dimensions of strategic intent of 
management consultancy firms (MCFs). Three key clusters were derived from 
the analysis in chapter four (see tables 13 a-c) and these are as follows:
Cluster A
The constituent firms of this cluster show a coherent pattern in their strategic 
choice. A dimension of strategy-performance matrix is presented in table 18. 
Firms in cluster A compete, basically, on a wide range of products, offer 
services to large clients, and are involved in new product development. These 
dynamic abilities support the image they have in the client's perception and 
give the potential of a higher charge out rate. The characteristic of this cluster 
is similar to Porter’s (1980) focus strategy that concentrates the firm’s 
attention on a specific type of client or product.
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Table 19 Strategy - Performance Matrix
Cluster A Cluster B Cluster C
High
image
large clientele 
higher fees
wide range of products 
product development
functional based product 
promotion
focus market segment 
overseas markets 
generic products 
lower fees
small/medium clientele 
foreign alliance 
specialist firm
industry based 
product promotion
Moderate functional product 
promotion 
overseas markets 
generic product 
foreign alliance 
specialist firm
image
large clientele 
higher fees
wide range of products 
product development
focus market segment 
lower fees
small/medium clientele
Low focus market segment 
lower fees
small/medium clientele 
industry based product 
promotion/advertising
advertising image, large clientele, 
higher fees, wide range 
of products, product 
development function, 
product promotion, 
overseas markets, 
generic products, foreign 
alliance, specialist firm, 
advertising
The firm can use combinations of different dimensions. These dimensions can 
be either highly focused, unfocused, or relatively focused. Some groups can 
be more attractive than others. For example, some may find competition less 
intense, for others the market trends may be unfavourable. These carry 
different implications.
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For example, the highly focused firms pursue niche strategy (Miller and 
Friesen (1978). Firms manage to build an image reputation. The intangible 
nature of business services and their credibility reinforces the importance of 
image or reputation as a competitive criterion (O'Farrell, Hitchens and Moffat, 
1993).
A firm that chooses to offer a wide range of products with new development 
must initially invest in building a reputation via the production of quality 
services. However, some new entrants, such as established foreign 
consultancies or retired high ranking civil servants have a head start on giving 
their clients an impression of high quality, because they enter the market with 
an established image that is difficult for others to imitate in the short run. 
Even if a new entrant cannot achieve a high quality, it can, by adopting a fly- 
by-night strategy of quality reduction, be able to maximise profit, at least in 
the short run (O'Farrell, Hitchens and Moffat, 1993).
Klein and Leffler, 1981) observed that firms producing high quality items or 
services must earn a sufficient rent to prevent them from being tempted to 
reduce quality. Therefore, in a competitive market higher charge out rates 
may give signals of high quality (Shapiro, 1983).
Alternatively an image may be created for a specialised type of service 
provision. The Boston consultancy group concentrates upon strategy 
consultancy while Bain and Co., is a strategy specialist with an
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implementation focus. Firms that hire well-known people, as mention earlier, 
for example, high-powered retired civil servants may use their prestige to 
build the company reputation. McKinsey hires outstanding people in their own 
right and much of their success flows from the long-running and deep 
connections (Gupta, 1997).
43% of firms in cluster A are large firms, 20% medium sized and 37% small. 
Some 56% firms in this cluster regularly invest in new product development. 
Larger firms generally seem to invest in new product development and are 
more innovative. New product development can lead to improved products for 
marketing and improved processes to gain cost advantage through efficiency 
(Jauch and Glueck (1989).
75% firms in this cluster believed that the demand for their services will 
increase, 12% felt it will remain same and 13% believed that the demand 
would decrease. Their expectations for future growth in demand are very 
much in line with their past performance. Their
strategies seem to be dynamic and working well in generating repeated 
business and more man-hours work per consultant than their counterparts in 
cluster C.
Any strategy, if chosen at the right time and implemented properly, will be 
effective. However, rapid expansion can lead to antitrust pressures or 
competitor reactions (Jauch and Glueck, 1987). Greater size may lead to yield
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growth in profits or ROI. Many small firms are often in the early stage of 
evolution and, therefore, the appropriate approach may be to introduce new 
products or penetrate markets in an effort to increase growth.
Cluster B
The cluster B consists of MCFs that are made up from the following strategic 
dimensions: function based product promotion; market segment focus; 
overseas fee income; generic product; lower charge out rate; and small / 
medium sized clientele. The mixture of dimensions can be best described as 
differentiation, in the sense that these firms employ a multiplicity of ways to 
gain competitive advantage.
There are many ways in which a firm can differentiate itself. As the figure 
illustrates this cluster is made up of six different dimensions, therefore, in 
reality a number of different combinations could be used to form a strategy, 
for example, they can be very focused on a particular market segment, i.e. 
smaller / medium sized clients. There is tendency among some MCFs to offer 
their service at lower price (price cutting strategy or low-cost strategy). The 
number of combinations is seemingly endless.
This cluster is made up from six different dimensions. Not all of them followed 
the same dimensions of strategy. On the basis of above analysis, this cluster 
can be labelled as differentiated.
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Differentiation aims to create a product that is perceived as uniquely 
attractive. It emphasises, for example, strong marketing abilities; creative, 
well-designed products, a reputation for quality, and a good corporate image 
(Miller, 1993).
Analysis of demand for consultancy services in this cluster was as follows: 
50% firms felt it will increase, 40% indicated there will be no change (or 
remain same) and only 10% were pessimistic about future demand for their 
services.
Majority of them who indicated optimistic views was small firms. Some basic 
consultancy services can be targeted at small / medium sized companies who 
do not wish to pay for or cannot afford "extra frills". Such services typically 
focus on the basic service function e.g. basic market survey or business plan. 
Because the service offering is generic in nature, the charge out rate can be 
lower. Although lower charge out rate and generic services were not highly 
regarded as critical competitive factors (table 10), and therefore, it can be 
assumed that there could be only a few firms who adopt low price/cost 
strategy. What the majority has in common is: the emphasis on promoting a 
consultancy product based on function and fee incomes from overseas 
markets.
Competitive scope is important especially when the industry is segmented, as 
is the case in Pakistan, and this requires different capabilities and strategies.
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Firms in the same group can choose a different competitive focus,
The notion of positioning is based both in a narrow and broad sense. In the 
narrow sense, positioning is concerned with where a firm locates its product 
relative to its competitors in a particular market. A generic service firm is 
positioned differently to a specialist firm. In the broad sense, positioning 
relates to a firm's overall approach to competing. Porter (1980) combined the 
concepts of low-cost, differentiation and focus (the breadth of scope) to give a 
typology of four generic strategies: cost leadership; cost focus; differentiation 
and focused differentiation.
Porter argues that firms with a narrow breadth or scope - concentrating, for 
example, upon one market segment, such as financial services, may try to 
compete: either on the basis of cost or cost focus; differentiation or focused 
differentiation (Porter, 1980). Firms in this group can also be labelled as 
adopting a stability strategy. Firms adopting this strategy generally do well. It 
tends to be less risky, however; too much expansion can lead to inefficiencies 
(Jauch and Glueck, 1987). Porter also warns that firms trying to pursue all 
strategies simultaneously risk becoming 'stuck in the middle'. This is a recipe 
for below average performance.
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The empirical investigation shows that many MCFs in Pakistan are pursuing a 
combination of strategies. It is not known whether all these are applied 
simultaneously or not, but the results show that different strategies can be 
adopted successfully without the firm becoming 'stuck in the middle' or 
marginalised.
Cluster 0
Firms in this cluster are assumed to have no significant strategy. They 
generally lack dynamic ability in positioning themselves strategically in the 
marketplace. It is possible they are using some novel approach to competition 
that is unknown, but certainly their dimensions of strategic choices are not 
positively associated with performance.
Firms in this cluster exhibit significantly lower man hours and percentage of 
repeat business means scores than firms in clusters A and B. Only a handful 
Firms in this cluster seem to have paid attention to forging alliance with 
foreign consultancies on the basis of their specialist nature of work, however, 
their product promotion and adverting dimensions seem to be less strong. 
Though the firms feel having foreign alliance as an important strategic issue 
but actually bring in their skills is another matter.
A large group of Firms (46%) in this cluster felt that the demand for 
consultancy services in their areas would remain same 27% felt the demand 
would increase, whereas the rest (27%) believed it would decrease.
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From this analysis it can be inferred that only minority of firms show some 
confidence in the market or in their products. Others may find it necessary to 
survive through the reduction of activities. It could abandon some market 
territories. Jauch and Glueck (1987) believe retrenchment strategy is used 
during the decline stage of a business and perhaps the least frequently used 
generic strategy. However, as strategy, it tends to be dealing with crises. It is 
an appropriate strategy for firm that has tried everything, but failed and is now 
ready to take actions. If the crisis is serious enough this may lead to 
liquidation of business. On the positive side, this could identify things that 
needed to be abandoned to provide resources for innovation, new products or 
new markets.
5.3 Impact of strategy on organisation and competitiveness
The impact on the firms operating in Pakistan’s consultancy industry will 
depend upon their strategies, area of operation and market sectors. As the 
competition in consultancy business grows, firms tend to adopt strategic 
perspective involving a series of decisions about the nature and scope of 
services.
Strategic choice concerns the nature and the scope of the services provided 
by a management consultancy to clients. Due to the intangible nature of 
professional services and the unique needs of every client, it is not an easy 
task to define consultancy product. For years, consultancies in the Western 
world followed a holistic approach to solving the client’s problems.
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In other words, they offered a general business approach, i.e. something for 
everybody.
Developing countries generally are the followers of the Western approach. 
Some critics may argue that economically, politically and culturally developing 
countries are different than western advanced nations, and therefore, they 
require different approaches to solving their problems.
The challenge for the Pakistani management consultants is not that they do 
not understand the infrastructure, culture or the politics of the country. The 
challenge is they need skills to manage their business which are different to 
the skills to manage consultancy process or to client’s problem solving. Bad 
management leads to bad consultancy. However, sometime it takes longer to 
adapt the modern technology if the technology is skill based. This is due to 
their insufficient infrastructure in higher and technical education systems, and 
lack of advance knowledge application in the industry as a whole.
The Pakistan management consultancy industry as a whole, in the 1980s, 
followed the similar holistic approach as developed nations’ consultancies did 
in the 1970s. However, the 1980s in Pakistan brought a major change as 
many new firms entered the market. The data analysis reveals that 49% of 
surveyed firms were established between 1981-90 (table 6).
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Chandler (1987) suggests that once a strategy is developed, it is necessary to 
consider the structure needed to carry it out. The prescriptive approach 
recommends the formulation of strategy before the development of the 
organisational structure to implement the strategy. Chandler and others 
(1987) empirical work supports this approach. However, he (Chandler) never 
explored the full implications of diversity. Some large local accountancy firms 
found niches in the market, but due to their lack of experience and capabilities 
in management consultancies, they invited some of the world major 
management consultancies to join them in joint ventures.
In the late 1980s some big names, such as Abacus Coopers & Lybrand, 
KPMG, Arthur Andersen and Ernest & Young as part of their strategy entered 
Pakistani market in joint ventures with local consultancies. From prescriptive 
strategy perspective, the main aim of a firm’s structure is to allocate the work 
and administrative techniques that are necessary to control and integrate the 
strategy of an organisation (Galbraith and Kazanjian, 1986). For example, 
Andersen Consulting would have defined its strategy for moving into the 
Pakistan market and considered the necessary structure after it had a joint 
venture with indigenous firm or it simply left to the local counterpart to deal 
with the structure.
Alfred Chandler (1962) believes ‘structure follows strategy’. It is important to 
make necessary adjustment to market pressures. Mintzberg (1990) insists 
that ‘strategies can rarely be decided in isolation from existing structures’.
127
The organisational structures of Pakistani management consultancy firms are 
different than their partners.
A large number of MCFs are owned and run by family members in a 
bureaucratic style. The family-owned business is not generally based on 
formal organisation structure (Galliers and Baker, 1995). Pakistan's 
organisational structure is not very different from the Chinese organisational 
model, where managers have little power and the owners’ image is prominent 
throughout the organisation (Galliers and Baker, 1995). Very little or no 
training is provided to non-family members of the firms. This is partly to 
reduce the risk of investing in someone who might leave to set up a similar 
business in competition. People leaving employment or partnership to set up 
their own consultancy business in rival to ex-employers are quite common in 
western countries.
It might be difficult to achieve the full benefits of the joint venture if the MCFs 
did not consider altering and making a new organisational structure. This new 
strategy might require extra resources, including consulting staff and modern 
technology.
From an emergent strategic approach, the relationship between strategy and 
structure is more complex. Lynch (1997) believes, an informal or free-flowing 
structure might be better able to generate new strategic initiative than a 
prescriptive or bureaucratic structure.
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The strategy of foreign alliance has provided added value to both local and 
foreign management consultancy firms. On one hand local firms (joint venture 
with foreign firms) got skills; experience and image needed to win major 
contracts from international agencies and large multinationals. And on the 
other hand, foreign firms in return got local knowledge, contacts in local 
market and the benefits of the economies of scale and economies of scope.
There has been too much fragmentation of disciplines and specialisation. The 
large multi-disciplinary Pakistani firms are capable of taking complex 
assignments. They particularly benefit from their association with foreign firms 
in terms of inward modern technology transfer. The building of alliance may in 
future reduce the fragmentation. The organisational structures of small to 
medium sized MCFs are generally informal. To create practical business 
solutions to complex problems require multi-skilled workforce. It demands an 
ability to understand client's business cultures, requirements and issues and 
ability to conceptualise the solutions of the problems. Management 
consultancies are skilled-intensive business. Skills are scared resource in 
Pakistan. Recruitment and retention of highly skilled staff is 'bedrock' for 
sustaining a competitive advantage.
Given the nature of some consultancy assignments in industrial sectors such 
as banking, government, education and manufacturing industries, much of the 
work tend to concentrate towards the larger scale projects. The analysis of 
strategy-performance relationship suggests that the size of the firm was a
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major element in securing repeat business and generating more man hours 
work per consultant. About 82% of surveyed large firms had performed better 
than smaller and medium sized firms on both performance dimensions. The 
most likely explanation is that size is regarded as an indication of success 
because of multiple skills within a firm. Because of limited skills or resources, 
smaller management consultancy firms are likely to lose out, and therefore 
need to either find a niche in a specialist market, or combine their activities to 
form alliance to secure greater market power.
The firms were specialising either by industry market sector or by practice 
specialism. In a significant departure from the past, when majority of 
consultancy projects were donor driven, the strategic focus now is entirely 
indigenous.
Public sector (government) constitutes an important market for management 
consultancies in Pakistan (53%). Sector analysis in table 4 shows the 
classification of industrial sector. The other major dynamic industrial sectors 
identified were education and training (43%); banking (37%).
Data from interviews suggest that at least 10% of total public sector 
development programmes in Pakistan go to consultancy related work. The 
sector-wise allocation of development expenditure by public sector over three 
years period is presented in table 19. It is estimated the total market for public 
sector consultancy in Pakistan is worth in the region of £140 million).
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Table 20. Public Sector development programme
Pakistan! Rupees (Rs) are converted 
in UK Pound Sterling. Rs. 60 = £ (figures 
in million £)
sector 1993/94 1994/95 1995/96
1) Agriculture 14.3 17.5 11.1
2) Water 162.0 188.0 230.0
3) Power 200.0 73.5 79.1
4) Industry 2.5 11.0 2.3
5) Fuel & Minerals 55.5 58.8 26.8
6) Transport & Comm. 290.0 53.5 65.3
7) Physical Planning 16.8 33.5 5.0
8) Education & Training 9.5 10.1 26.8
9) Health & Nutrition 8.5 24.3 37.7
10) Population Welfare 18.3 16.5 23.8
11) Social Welfare 2.5 1.3 2.3
12) Manpower & Employment 6.0 7.2 8.8
13) People Programme 11.7 50.0 66.6
14) Rural Development 12.3 10.8 19.0
15) Tameer-e-Sind 25.0 41.6 41.6
16) Miscellaneous 19.6 19.0 27.8
17) Special Areas 45.3 52.7 53.3
18) Provincial Dev. Prog. 217.0 250.0 250.0
19) SAP Tied Allocation 14.7 16.7 17.5
20) Corporation Programme - 413.0 413.0
Total 1,131.5 1,349.1 1,407.8
Assuming 10% of total
as consultancy related 113.15 134.91 140.78
work
Source: Economic Survey, 1995-96, Government of Pakistan
Corporation programmes, transport & communication, provincial development 
programme, water and power seem to be the priority areas for development. 
Sector attractiveness is a necessary condition because some sectors in an 
industry are less profitable or require complete different types of skills than others.
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Strategies are within a firm's control, and can be manipulated to generate 
competitive advantage and high performance. If a firm's current strategy is 
incompatible with its distinctive competencies and competitive position, then it 
is not likely to perform better than other firms pursuing a similar strategy but 
with a good fit between their strategy and their underlying competitive 
advantage.
Every firm can identify one or two activities that it does perform better relative 
to its other activities, and claim this as its strategy. One of the key competitive 
drivers for the Management consultancy industry (MCI) is the perceived value 
of a firm's product, reputation and quality of service by the client. The 
competitiveness of the products or services is the aspect of the market that 
puts the clients of a firm in focus. Bohman and Lindfors (1996) believe this 
condition is determined by the quality of the products or services provided by 
a firm. A second driver is image.
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Maintaining firm’s image through specialised service, in fact produces a 
significant barrier to entry for potential competitors. Innovation in terms of new 
product development has been critical in keeping the brand or firm image. 
However, the opportunity to create a sustainable competitive advantage 
through innovations is limited because of the relative small market size, fear 
of replication of product or service by the rivals and cost of innovation. A third 
driver is based on demand.
MCFs need to identify industrial sector or industry segments in which its 
demand conditions are favourable. Smaller firms cannot do everything, given 
limited resources, they particularly need to be focus in client or industry 
segments. Firms that offer better value can count on client’s loyalty and 
should expect repeat business or even charging higher rate.
In the opposite situation where a firm is perceived to be offering poor value 
then inevitably it will start to lose its market share. Good strategy can hold a 
firm’s position in the competitive market.
Firms in an industry that grows slowly are more likely to be highly competitive 
than firms in a fast growing industry. The growth of indigenous MCFs in 
Pakistan is a much slower than other developing countries, such as India and 
Malaysia.
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However, to increase demand conditions require more advanced and 
sophisticated components of consulting skill and industrial expertise. An 
important issue for developing countries is whether to build the consultancy 
industry largely through indigenous firms or encourage widespread 
technology transfer by foreign firm’s presence in their markets. On one hand, 
indigenous firms can acquire technology and skills from the foreign firms.
Alliances generally require the partners to contribute some of their know-how 
to the partnership This transfer of knowledge can be a valuable source of 
competitive advantage in terms of innovative ideas (Bidault and Cummings, 
1996). If reliance on foreign firms is too much, than a developing country will 
not be the home base for any industry (Porter, 1995). On the other hand, the 
presence of foreign firms can be temporary. They relocate when demand 
conditions are not favourable, therefore, leaving developing country with 
uncompleted technology.
In contrast, the use of know-how by the indigenous firm who may not stay 
longer in the industry lead to a loss of competitive advantage. Even 
transferring know-how within a firm takes time and thus requires internal 
promotion (Horovitz, 1996). For example, large consultancy firms recruit 
young people who start as junior or trainee consultant will need 10 to 15 
years of experience to become partners. Some MCFs who lack core 
competencies stay small.
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Competition may not be a new phenomena for many firms, but the market 
conditions for consultancies are changing at much faster rate than they used 
to be. When a new firm enters an industry, its productive capacity generally 
expands.
The new entrant will intensify the fight for market share by forcing bidding on 
lower prices or offering high quality service, or both.
If MCFs create the conditions in which local networks of small and medium­
sized firms become the source of learning and co-operation then a number of 
them will be able to formulate or adopt a strategy around differentiation. 
Making of strategy has enormous financial dimensions both for survival and 
future growth. It is vital to have a ‘rational’ approach to strategy. Delineation of 
competitive environment is key factor. The industry structure, technological 
advancements, national economic factors as well as general political climate 
are likely to have effects on a firm performance (Lorange and Nelson, 1990).
However, it can be argued that the primary responsibility of the management 
is to cultivate core competencies within their organisation. According to 
Horovitz, (1996) ‘it means to create an appropriate structure, by promoting 
internal career paths and job rotation, and by investing in competency 
training.’
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Darwin’s theory suggested that environmental change forces each species 
into incremental transformation. Through such a change, a living entity can 
adapt to its environment and survive. He (Darwin) further suggested that a 
specie that cannot conform to its environmental requirements is doomed and 
eventually becomes extinct (Gould, 1977). However, coexistence is 
impossible if all make their living in an identical way. Business survival in a 
competitive environment depends on strategies of differentiation.
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Chapter Six
Conclusions
6.1 Introduction
The preceding chapters have analysed several viable generic strategies that 
a firm can utilise in dealing with competitive forces, and the contribution that 
these can make to its performance [especially in the context of competitive 
environment]. This has involved analysis of competitive strategies developed 
in the past two decades and shows how these have been applied to achieve 
competitive advantage for a management consultancy firm.
Empirical analysis, has been focused in the context of Pakistani management 
consultancies. The survey and literature searches have provided a source of 
historical and contemporary examples of management consultancy business 
development and strategic action. It was found that, from a historical 
perspective, the management consultancy industry (MCI) is still in its 
formative years, even though, there seem to be distinct patterns of strategic 
behaviour emerging that are normally associated with a more mature industry.
The analysis of competitive strategy begins with the search for an explanation 
of generic theories of strategy. The four main generic approaches to strategy 
seem to differ widely in terms of their application and rationality.
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Given the needs for a firm to have some form of strategy, the arguments 
developed towards prescriptive and emergent approaches of strategies. The 
analysis also considered the alternative generic strategies.
6.2 Overview of Previous Chapters
The Classical theory prescribed a formal and explicit approach to strategy. In 
chapter one along with the classical, the Evolutionary and Processual seem 
to represent a more cautious approach. Evolutionists believe that the 
environmental change is too fast and complex to anticipate with any degree of 
assurance. Their advice being to concentrate only on the short term and to 
keep ones strategic options open.
Processualists advocate patient strategies based on incremental adjustment 
and the building of core skills and competencies. This, according to a number 
of strategists, has led to an overemphasis on short-term strategy to the 
neglect of the longer term interests of business. Systemic theorists take a 
more relativistic stance. They believe that in a competitive environment, the 
ends and mean of strategy depend on the specific nature and social system 
of the country or situation.
Chapter two traced the historical origin of the management consultancy 
business in Pakistan. The concentration of indigenous consultancy 
development, which gained momentum in the early 1960s at the instigation of 
the government, meant that the establishment of large technical
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consultancies was largely controlled by the public sector. Like many 
developing countries, Pakistan also lacks in technical know-how.
Under technical co-operation and major project development initiatives, 
Pakistan received technical assistance and experts from the donor countries 
(mostly Western nations) and other funding organisations such as the World 
bank. International Monetary Fund (IMF) and the Colombo Plan. Under the 
Colombo Plan alone, Pakistan received 7% experts in 1985 (table 2). The 
origins of these experts were the USA, the UK, Japan, Australia and Canada 
(table 1). In developing countries' context, Pakistan provided only 3% such 
consultants to the Colombo Plan TCDC initiative in 1985 (table 4). Some of 
these foreign experts or consultants had been an instrument of transfer of 
technology or knowledge to Pakistan and to many other developing countries.
The 1980s witnessed the entry of a number of small and medium-sized firms 
in the private sector. As a result of a change in the industry structure of 
business ownership - the move from public sector to individuals owned 
entities - led to a fragmented industry. The entry of some big names from 
western world has significantly changed the competitive environment from 
being primarily a low cost to a more dynamic arena, such as the advent of 
new product developments, quality and product image. Some big names such 
as Arthur Andersen, Deloitte Touche and Coopers & Lybrand have formed 
alliance with local firms of consultancies (accountancy-type). KPMG has 
established an independent firm.
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Because of deregulation of indigenous consultancy market, the management 
consultancy firms (MCFs) are benefiting from foreign consultancies' alliance 
on two areas: first, on technical know-how and second, on strategic 
management of consultancy business. However, some critics may view the 
foreign change agent changing local practice, culture and making 
management consultancy conform to Western ideas. The long term affects of 
industrial structure of management consultancies in Pakistan would be two 
folds: there will emerge a few large oligopolistic firms with global alliance or 
connection at one extreme, and many smaller firms at the other.
The process of management consultancy generally relies on skilled- 
professionals for service production. In chapter three, two management 
consultancy models were shown. The conceptual model is based on areas of 
expertise requiring specialist know-how and skill-competencies. The 
environment in which the management consultant operates does provide to 
some extent, the necessary skills and knowledge for dealing with the complex 
strategic matters of their own businesses. The second model provided, is a 
service package. In this model, the client and the consultant have a joint role 
in the production process.
The process of shaping strategic decisions according to environmental 
considerations requires MCFs to evaluate and adopt alternative strategies in 
order to gain a competitive advantage.
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Although it has been argued that structure strongly influences the strategy or 
the conduct of a firm, a firm always has the freedom to choose most 
appropriate strategy for itself. It may be true that smaller MCFs possess 
technical strength, however, their desire to grow may often be constrained by 
culture, their poor financial resources and the fear of losing control of the firm.
All industries have some particular structures, which cause their constituent 
firms to follow certain types of strategy, which leads to a particular level of 
performance. To a large extent, it is argued that structure determines strategy 
and structure is largely determined by the size and the economic and 
industrial conditions of a country (Kinsey, 1988). Despite differences in 
approach, several common themes in strategy have been identified. Clark's 
(1996) definition of strategy provides a broader theme.
♦ A concentration on the future - the concept of strategy involves a current 
action with an expected payoff in the future.
♦ An interaction with the environment - the purpose of strategy is at its most 
basic to improve the strategists' adaptation to the environment.
♦ Stewardship of resources - which include not only physical and financial 
but those of human resources, time and other competencies that are 
necessary in problem solving.
Competitive advantage, whatever its source may be, ultimately enables a firm 
to perform better than its competitors.
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Porter (1985) argues that firms in the same industry can choose a different 
competitive strategy. The essence of competitive strategy formulation or 
adaptation is dependent on the ability to foresee the moves of competitors.
Strategic management studies identify the factors, which influence the choice 
of strategic types. The strategic option that promises the greatest net benefits, 
according to the Classicists, quantified in financial terms (Whittington, 1993). 
Industry structure also causes their constituent firms to engage in certain 
types of strategy that leads to a particular level of individual firm performance 
(McNamee, 1990).
Different dimensions of strategy were discussed in chapter three. 
Differentiation, lower cost and focus are Porter’s (1985) generic strategies. 
Adopting a differentiation strategy requires high levels of skills and creativity 
among consultancy staff. Differentiation usually implies that the product or 
service has a particular appeal or quality. There are many dimensions of 
differentiation available. Image, reputation, high quality or innovation is some 
of the ideas among many on which differentiation strategy can be formulated.
Cost leadership is based on effective cost control measures to achieve 
maximum profit. A low cost or low price position can defend a firm against 
powerful clients because it can exert the power to drive down prices to the 
level of the next most efficient competitive firm. Because of low running cost, 
some small or medium sized firms can turn this to their advantage if they keep
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the quality up. For example, Ernst & Young offer relatively low cost consulting 
service, an accessible on-line service where small companies can get 
consulting through desktop computers (O’Shea and Madigan, 1997).
A focus strategy is based on the notion that the firm adopting a narrower 
strategy targets more effectively or more efficiently than competitors who are 
competing more broadly. The dimensions of focus strategy can be found in 
identifying the product line, which meets the needs of the clients, 
geographical location or market segments.
Porter (1980) defines a certain firm as “stuck in the middle” when it fails to 
develop a strategy in at least one of the three directions: differentiation, cost 
or focus. Some believe firm’s apply more than one strategy and are 
successful. Some have rejected Porter’s conclusion on this aspect of 
analysis. Firms use their low costs to provide greater differentiation and then 
reinvest the profit to lower their cost even further (Kay, 1993; Stopford and 
Baden-Fuller, 1992; Miller 1992).
The generic strategies of Hofer and Schendel (1978) and those of Porter 
(1980. 1985) are based on the underlying notion of maximising efficiency 
rents of the resources available to the firms (O’Farrell, Hitchens and Moffat, 
1993).
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Drawing together these different strategies and on whatever basis the firm 
competes in its industry, it aims to be superior to its competitors. Aaker 
(1992) and Ohmae (1982) believe that the identification of key success 
factors derived from market analysis and related to a set of skills and 
capabilities, which underpin competitive advantage. For example, clients hire 
McKinsey, BCG, or Bain because of the techniques they use and the 
expertise they have in resolving specific kinds of problems. Senior McKinsey 
partners spent a third of their time reviewing the work of their peers. This is 
considered one of the most important factors in presenting the firm’s image 
(O’Shea and Madigan, 1997).
Image is critical and therefore brand management is a key success factor 
(Tavakoli and Perks, 1997). It has also been argued that strategy must be 
capable of transferring learning from individual to the group (Quinn, Mills and 
Friesen, 1992). This suggests that the fully developed strategy only emerges 
overtime, and therefore learning-based process is part of the strategy.
In most industries, a number of firms compete more directly with certain 
businesses in the industry than with others. Groups of direct competitors are 
identified by the similarity of their strategic profiles.
A number of strategic management research studies have advanced the 
concept of clustering. The cluster analysis of MCFs is concerned with the 
understanding and determining of each MCF choice of dimensions of
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strategy. Chapter four examined the methodology and findings of this 
research. Many researchers employed quantitative methodologies in 
exploratory type of research (Aldag and Bartol, 1978). Kerlinger (1986) 
suggest that research question for positivistic study should express a 
relationship between variables and imply the possibility of empirical testing.
As an exploratory attempt, this study examined the relationship between the 
strategy and performance of management consultancy firms (MCFs) in 
Pakistan. The research hypotheses were:
1. (Hi): the strategic clusters (firms adopting strategies) do differ from the non- 
strategic cluster (firms not adopting strategies).
2. (Hi): Adopting a strategy (strategic cluster) leads to a better performance 
than firm that does not adopt a strategy (firms in non-strategic cluster).
This research has utilised postal questionnaire survey, interviews and 
published literature to examine the strategies of the MCFs in Pakistan.
6.3 Results
The results presented here represent only an exploratory use of a technique. 
However, the methods used have demonstrated that they provide a useful 
way of measuring relationship between the generic strategies and 
performance.
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Having examined the competitive forces acting within the consultancy industry 
in Pakistan, the empirical analysis of strategic clusters provided further 
understanding of groups of firms that followed similar strategies. As a result, 
three main clusters or groups of MCFs were found from the analysis of 
independent variables. They referred as cluster A (firms adopting strategies), 
cluster B (firms adopting strategies) and cluster C (firms no adopting 
strategies). The Cluster A and Cluster B were different in terms of dimensions 
of strategy. For example, cluster A consists of firms that believed images, 
serving large clients, higher charge out rate, wide range of product and new 
product development are the source of competitive advantage.
Cluster B's main strategic dimensions are focus on market segments, lower 
charge out rate, serving smaller/medium sized clients. Firms in cluster C 
viewed product promotion, alliance with foreign consultancies and advertising 
as the sources of competitive advantage. The clustering helps to identify the 
gaps that might exist in the market (McGee and Segal-Horn, 1990). With the 
dimensions of strategy analysis, clustering may further be useful to identify 
the most effective and less effective dimensions of strategy.
The research examined the dimensions of strategy from critical perspective. 
The results are shown in table 10.
The evidence suggests that MCFs face three different forms of competition.
(1) Specialists firm adopting identifiable image, serving to large or 
multinational organisations and offer a wide range of products to their clients.
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(2) Generic firms focusing on foreign alliance and generates work through 
promotion. (3) Low-cost Firms that compete on focus segment of market, and 
generally offer their services to smaller to medium sized clients. Apart from 
these, the MCFs face competition from large, medium and small firms. For 
majority of smaller MCFs the competition for their larger clients will become 
intensified in future as more and more foreign firms will join with larger 
accountancy-type firms in Pakistan.
This suggests that smaller and medium sized MCFs and particularly firms 
competing in cluster C need to consciously adopt a policy of pursuing 
alternative strategy with dynamic stability. These firms could expect 
continually to lose large clients and gain smaller ones. It places important 
emphasis on maintaining a flow of new business from new clients to replace 
departing clients.
Some MCFs may need to take account of their resources and compare their 
activities in generating competitive advantage. These may involve 
differentiated products targeted at specific client needs.
From the analysis of 37 respondents the data indicated that about 50% MCFs 
were small, 25% medium sized and 25% large firms. In an industry context 
was mainly fragmented in terms of size.
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Chapter five discussed the strategies’ impacts on the organisation and 
competitiveness MCFs in the light of empirical findings.
When making a choice of strategy, MCFs must consider their relative 
competitive position, environmental opportunity and their capability. A 
strategic advantage profile (SAP, table 21) is presented as a model for 
providing a picture of the more critical areas of strategic decision making in 
Pakistan management consultancies.
Table 21 : Strategic Advantage profile
(Adapted from Jauch and Glueck SAP Model).
Dimensions 
of strategy
competitive strength 
or weakness
Product/service + wide range/scope
0 generic product
Client size + large / multinationals
- small and medium sized
Image + specialist and innovator
Marketing 0 functional product promotion
- industry based promotion
- advertising
Charge cut rate + higher rate/fees reflects quality
- lower rate/fees
Foreign Alliance 0 possible for some,
+ skill/technology transfer
Note: + indicates strength; 0 indicates moderate; - indicate weakness.
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Image innovation strategy may do better to seek out dynamic and
sophisticated environments. Firms competing on differentiation strategies 
should adopt a more energetic and aggressive approach toward sustaining 
competitive advantage in terms of the efficiency of product promotion, 
differentiation, or both. For example. Corporate Venture Partnership (CVP), 
formed by former ‘McKinseyites’, has been successful in bringing inward
foreign investment in the country in the form of joint ventures. They regard
themselves a small high-powered generic consulting firm. However, CVP 
tends to be more successful in exploring and establishing cross-border 
business partnership. CVP combines multinational skills with a clear vision. 
Their philosophy is result-oriented that deliver business strategies to top 
management and implementation at bottom-line. They believe it is necessary 
to achieve effective change in client organisations.
The essence of success of a MCF lies in creating sustainable value for its 
clients. CVP gets most, 81% to 90% of its business from new engagements 
at existing clients. Other indigenous small boutiques MCFs are Social
Economic Business Consultants (SEBCON) and IBC Consulting.
Firms competing on the basis of lower charge out rate, generic product or 
small / medium sized clientele may underestimate the cost of attempting to 
develop the competencies and resultant competitive strengths to
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Up-grade their strategy to differentiation or focus differentiation. MCFs in 
general, and smaller ones in particular, needed to concentrate on targeting 
and tailoring a product to serve specific client needs or market niches. 
Competence makes a real impact on how the customer perceives the firm 
and its products or services (Ohmae, 1983).
Similarly, firms competing to achieve fee income from overseas markets 
through a focused market segment and promotion may under estimate the 
difficulty of developing a reputation for scarce skills, which require large 
investments in human capital and time.
Four hypotheses were proposed: HI: Null hypothesis (Ho). The strategic 
clusters (firms made up of firms adopting strategies) do not differ from the 
non-strategic cluster (firms not adopting strategies).
H2: The alternative hypothesis (Hi). The strategic clusters (firms adopting
strategies) do differ from the non-strategic cluster (firms not adopting 
strategies).
H3: Null hypothesis (Ho). Adopting a strategy (firms in strategic clusters)
does not lead to a better performance than a firm that does not adopt a 
strategy (firms in non-strategic cluster).
H4: The alternative hypothesis (Hi). Adopting a strategy (firms in strategic
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clusters) leads to a better performance than a firm that does not adopt a 
strategy does (firms in non-strategic cluster).
The results of cluster analysis suggest that the formation of three clusters 
best fits the data (table 13 (A,B,C). The statistical significance test of each 
cluster verified that there are differences across the three clusters in terms of 
dimensions of strategy.
HI: The Null hypothesis (Ho) of ‘no difference' between strategic clusters
(firms adopting strategies) and non-strategic cluster (firms not adopting 
strategies) is rejected at p<.05 level of significance. The second (H2), the 
alternative hypothesis (Hi) is, therefore accepted.
H3: The null hypothesis (Ho) of ‘not lead to better performance' between
strategic clusters (firms adopting strategies) and higher average performance 
is rejected and the H4, the alternative hypothesis (HI) is, therefore accepted 
at P<.05 level (table 16). In fact, the tests on both dimensions of performance 
show that the firms adopting strategies performed higher than sample 
average than the firms that did not adopt strategies did. MCFs fall within 
cluster 0 (with no strategy) performed below sample average on all 
dimensions of performance, with the exception of few variations. As a result, 
firms clustered in-group A and in-group B may be able to protect their 
competitive advantages if they stop other firms from imitating their strategies.
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6.4 Recommendations
Simply relying on the generic strategies to gain competitive advantage may 
not be enough to safe guard from intense and aggressive competition, 
especially in fast growing market. The concept of Porter’s (1980) generic 
strategies may just be used as starting point in the development of such 
options. The strategy is a complex issue and therefore MCFs in Pakistan 
more importantly need to identify key success factors (KSF). The key factors 
for successful performance are the client relationships and the ability to learn 
faster than competitors (De Geus, 1988).
The research shows the strategies of MCFs in Pakistan are not exactly 
identical with those in advanced countries, but more commonalties than 
differences are apparent. Service industry in general is becoming a more 
viable business in developing countries. More multinational service 
organisations are appearing in the marketplace of developing countries.
In Pakistan context, learning of management science restricted to quantitative 
tools. Management education and training failed to make greater impacts on 
organisational behaviour. One possible implication for this research for 
practitioners of management consultancy in a developing country and 
especially, in Pakistan is the need to pay particular attention to developing a 
better match between business strategy and its specific structural, economic, 
political and cultural context.
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In theory, a number of strategic options are open to a firm. Lynch (1997) 
suggests that there are three ways in which strategic options might be 
focused. (1) Leadership lifts the vision of organisation and the people working 
in it (Drucker, 1961). (2) Key success factors concentrate on the key activities 
of the business. Particularly on three Cg: customers; competition; corporation 
(Ohmae, 1983).
Corporation relates to resources and generally covers technologies, skills, 
organisational ability and so on. Core skills and competencies enable a firm to 
provide a particular benefit to customers. Kay (1993) identifies architecture's 
reputation and innovative ability as important company resources in strategy 
development.
(3) Value added, competitive advantage, and the organisation’s mission and 
objectives provide strategic purpose to the process. For example, 
differentiated products or services, which can be sold for higher prices, might 
add value by research and development, patenting, promotion and market 
positioning. These key success factors (KSF) are complex and not 
necessarily capable of being quantified. Similarly, the relationship between 
strategy and performance is subtle and can never be easy to discern, and 
consequently the changing competitive environment is necessarily a complex 
operation.
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This study could have been extended to a much more detailed understanding 
of the strategic behaviour of MCFs. Though the variables used in this 
research, while exploratory, proved successful in understanding a broad 
range of strategies of MCFs and establishing its relationship with 
performance.
On methodology, a focus group discussion could have lent a greater validity. 
Statistical measures, which are employed here (mean value, standard 
deviation, correlation) attempt to provide some ‘meaningful interpretation' 
from their application. Some may question the validity and the usefulness of 
statistical analyses. The researcher used the qualitative data and historical 
perspective of how management consultancies generally develop their 
strategies in Pakistan. However, a qualitative approach and particularly the 
nature of inputs to the strategic process would have provided a much richer 
judgement.
This thesis has attempted to cover some of the issues of strategies and has 
presented a strategic advantage profile (SAP) model that may be adopted by 
the consultancy firms in accordance with their skills, capability, resources, 
structure and culture. In order to achieve a competitive advantage it is 
proposed that the MCFs need to concentrate on targeting and tailoring 
products to serve specific client needs. The success resides in MCFs ability to 
create sustainable value for their clients.
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Generic strategies have been offered as plausible alternative to strategic 
choice. The research has also indicated a number of possible key success 
factors, which underpin competitive advantage. This study could provide a 
starting point in understanding the strategic behaviours of professional 
service firms particularly in the context of a developing country. Considering 
generic approaches to strategies it can be argued that while large firms may 
have adopted some form of strategic planning while smaller firms may have 
used a mix of ‘gut feeling’, trial and error and most importantly relied upon 
their entrepreneurship.
There are several possibilities for future research projects. Some of these 
may be to examine the effect of individual firm’s competencies upon 
competitiveness and performance. Another potential area for future study is to 
examine the relationship between the complexity in strategy development and 
knowledge base of the management team responsible for formulating 
strategies and their impact on organisational performance could be an area 
worthy of exploration.
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Appendix i
Appendix i: An extract of the Minutes (Government official) of the meeting
Relating to consultancy development in Pakistan
1. consultants should be engaged after due
consideration that their services are really 
necessary i.e. that departmencal arrangements are 
not adequate or suitable for the puroose;
2 normally, Pakistani consultants should be. engaaed, 
but in order to see that they are qualified to do 
the job and have the requisite experience, 
personnel,organisation, etc. (and are not.consultant 
merely in name), it may be useful to pre-qualify 
tne.m on the basis of a questionnaire. Inter alia, 
the questionnaire.should include history of the 
rirm, age, experience in the relevant field, size 
01 tne jcbs handled, qualificaticns of the personnel 
to be put on the job, existing workload, and 
capacity to deliver requirements in time;
3. where it is considered that indigenous expertise is 
not adequate and that foreign consultants.should be 
orougnt in ror certain aspects of consultancy,the 
Pakistani consultants should be.asked to 
associate suitable foreign consultants, and ore- 
qualification should cover this aspect also.
Where the pre-qualification on this aspect has not 
oee.n done, the Pakistani consultants should be 
asked to provide one or more na.mes of foreign 
consultants and the association should be with the 
approval of the employer;
the extent to which the foreign consultants should 
be associated would be spell out, and the minimum 
essential scope authorised for them, so that the 
cost in foreign exchange is limited. However, in the 
consultancy agreement, responsibility for the 
item.s of work to be done by .the foreign consultant 
should be placed squarely on him, and if necessary, 
he should be made.the third signatory of the 
agreement ;
on occasions, particularly when foreign aid or loans 
are involved, the employer may himself indicate the 
foreign consultant who should be associated and it 
will be the Pakistani.consultant to arrange his 
association. However, the exact scope and the 
terms of association, (including foreign
exchange cost) would still require the approval of 
the employer;
if, in an exceptional situation, a foreign 
consultant has to be engaged directly, he should be 
asked to associate a Pakistani consultant with him 
on joint venture basis and allocate to him the 
m^aximum items of work which he can suitably • 
undertake, so that the foreign exchange cost is 
required to the minimum.
A foreign consultant may work through the local 
offices the Pakistani associate. When selecting him., 
his familiarity with local conditions and his 
ability and willingness to entrust work and train 
Pakistanis should be kept in view.
The consultancy work is normially divisible in three 
parts, namiely : (a) preparation of feasibility study
including preliminary drawings and 
estimates, (b) preparation of detailed plans, 
designs, specifications and bills ofquantities etc. 
and (c) actual supervision of work. It should be 
ensured that the Pakistani associate has an 
effective and meaningful role, for parts (a) and 
•;b) and predominant role for part (c) ;
if the performance of consultant is satisfactory, it 
is preferable to continue with him in.difierent 
stages of the same project, particularly as he will 
have to demonstrate the. engineering and econom.ic 
soundness of his designs and costs. Where foreign 
aid and loans.get involved at a later stage and 
foreign consultants from the donor country have to 
be brought in, they should be asked to associate 
with them.selves the local consultant ;
wherever necessary, panels of suitable consultants, 
Pakistani and foreign, should be.compiled and 
maintained up-to-date in the different rields 
of requirements.
Their performance in Pakistan and in the case or 
foreign consultants(in other under-.developed 
countries) their reputation should be kept on 
record. For foreign consultants, the.source or 
enquiry can be the Pakistan Missions in the 
relevant country, the local diplomatic mission or 
that country, association of consulting engineers o 
that country, international organisations like 
World bank, etc.;
on
 ^ normally, the terms of consultants are not the 
subject of competitive bids. However, fees and 
terms and mode of payment cc.n and snould be 
negotiated with the individual consultant after ne 
has been Dre~cjualifiad. many countries abroad 
have associations of consulting engineers who have 
laid down the scales of fees in relation to the 
character and size of the job.
The consultants should be asked to give a breakdown 
of their fees including costs, overheads and local 
expenditures. Also fees actually charged by them 
from other customers in similar conditions;
10. in the case of foreign consultants their tax
liability both for the firms as such and for tne 
employees should be made their responsibility, even 
if*higher charges have to be paid (as otherwise tax- 
on-tax amounts to astronomical figures)^.- In
cases where there are double taxation/avoidance 
agreements with the country of the consultants, no 
higher charges should be asked ror by the them 
account of the tax payable in Pakistan, as 
corresDonding relief is available to them in thair 
Home country. In cases or doubt, the central 3oa_d 
of revenue should be consulted;
11. a proper agreement should be drawn with the
consultants which should inter alia, specify, (i)
■ the nature of the job and nis rasponsibiliuiaa ;
(ii) the fees and mode and instalments of payment;
(iii) the arbitration management; (iv) in the 
case of foreign consultants, uhe daaig^ation c^ 
Pakistani Associate, tne wort to oe enurusued a.id 
the fees to be paid to the later preferably^under a 
joint consultancy arrangement, tne a.^ .L^ nu oj. 
training management of Pakistanis, tne tax 
liability, etc.(model agreements drawn by foreign 
Association of Consulting Engineers should be
consulted);
12. (a) all consultants (foreign and Pakistanis) snould
be security cleared by Intelligence Bureau before 
they associated with any project.
(b) Immediately a foreign consultant reports for 
duty, information will be communicated to the ^
security agencies for close observation for a period 
of three months. Final clearance will be given on 
the basis of the reports/recommendations made by 
the Security agencies.
(c) The security aspect should also be covered in 
the agreement. The agreement snould include a 
clause to the effect that in cases of leakage or 
information to unauthorised persons or any other 
security default, consultants will be liable tor 
action under the Pakistan Ofiicial SECRETS Acts.
(d) Photographs/Sketches/Plans of the project shall 
not be taken away by the consultants.
(e) The contract shall liable to be terminated at a 
short notice by the Government/employing agency;
13. the above guidline apply, mutatis mutandis also to 
departmental type organisations like Airport 
development Agency which undertake consulting 
work, particularly when they have to associate 
foreign consultants with them (Ahmed.S.G:1968).
Appendix ii: Postal Questionn.'îire
8 May, 1996
FAO: Managing Director/Partner/Sole Practitioner 
Dear Sir/Madam
Re: ACADEMIC RESEARCH QUESTIONNAIRE
I am studying for a Postgraduate Research Degree at the Surrey European 
Management School (SEMS), University of Surrey, UK. My research topic is 
"Management Conultancies in Developing Countries: New Strategies for a 
Competitive Era - the case of Pakistan".
1 am sending the questionnaire to every consultancy firms listed on various 
directories and is asking for some brief information on their strategic view. 
At the theoretical level, this study is intended to provide a more  ^
comprehensive overview of strategic types of consultancy firms in Pakistan. 
My research is intended to demonstrate the importance and raise the 
Pakistanis consultants profile in the international markets. . ‘
Your reply will be treated in absolute confidence. The survey results will be 
presented anonymously.
/  \ hope that you will help me by returning your questionnaire as soon as 
possible in a prepaid stamped envelope provided.
Thanking you for your co-operation.
Yours sincerely,
S.H. Mallick
VResearch Questionnaire - part 1 
Management Consultancy Practice
1 Nature of business. Please TICK which most appropriately reflects the 
nature of your business;
0  Sole practitioner
0 Partnership
^  Limited liability company
0 Part of a consultancy group
0 Franchise consulting
0 Academic institution
0 Public sector institution
2. Please indicate the year in which your firm was established. M  ^  7
3. Please indicate the practice's working mode
^  Full-time 0  Part-time
4. Memberships - please indicate firm I consultant memberships of 
professional bodies:
0  Institute of Management Consultants (national)
0  Institute of Management Consultants finternational)
0  Other, please specify .
5. What size is your consultancy practice ?
Number of full-time consulting staff in:
1993:
1994: ■q-o
1995:
^ 2 -
V do you see the de
3 tick as appropriât
0  the same 
1 0  ^ increase 
0  decrease
7. industry experience; please indicate your firm's general and / or specific 
industrial sectoral experience:
0. Agriculture 
id  Banking
v<5 Education and Training
Jo Oil and Chemical 
Pharmaceutical 
^  Government (central I provincial)
^  Professional services (accountancy, law etc.)
0  Scientific services (research and product developmen )
iCT Food & drinks 
0  Distribution & transport 
^  Textile & clothing 
^  Construction & Engineering 
Retailing
Gas, Electricity, Water 
^  Leisure & tourism . _  -
O Other, please specify....
3. what is your firm's main consultancy specialism?
^  IT/Computer Application 
Financial
Human Resources 
Manufacturing I Operations 
^  Sales & Marketing 
Jcf Strategic Planning 
0 Engineering
vd Distribution/Transport 
^  Executive Recruitment 
jQT General Management 
0 Other, please specify
Respondent Details;
Your name I firm:
Address:
Telephone / Fax:
Please turn to part two on the next page
IC I
/So ‘7^-°
/^ " O  I  Ç L /4 0
Questionnaire - part two
Please indicate the extent of your agreement with the following • 
statements by circling the appropriate point on the scale provided, 
if you disagree strongly, circle the number 1. If you agree strongly, 
circle 5. If your feelings are less strong, circle one of the numbers in
the middle. There are no right or wrong answers - all we are
interested in is a number that truly reflects your feelings.
1. We are known as a generic (generalist) firm
Disagree Agree
strongly strongly-
( D  2 3 4 5
T i l  I J
2. The average charge out rate per day is lower than other Tirms in 
the industry
Disagree Agree
strongly strongly
2 3 4 5
3. We promote our product (s) based on industrial sector 
rather than functions .
Disagree Agree
strongly strongly
(J) 2 3 4 5
I I  I 1^
4. We offer a wide range of services / products
Disagree Agree
strongly shongly
1 2  3 4
5. We mainly offer our services to smaii and medium sized 
organisations
Disagree Agree
strongly^ strongly0 2 3 4 5
Ô. Our average daily charge out rate is higher than other firms in the 
industry
Disagree Agree
strongly ^trgngly
1 2 3 4 ( 5 /
7. We promote our services / products by their Tunction^ 
rather than industrial classifications
Disagree Agree
strongly strongly
1 2 3 4 ( 5 )
I I
8. We regularly work in partnership with foreign consultancies
Disagree Agree
strongly strongly
1 2 (3 ;  4 5
9 We regularly invest in new product development
Disagree Agree
strongly strongly
1 2 3 4 ( T
10. Majority of clients are large organisations I multinationals
Disagree Agree
strongly ÿong lyf 1
11. Our product has an identifiable image in the market
Disagree Agree
strongly strongly
1 2 3 4
I I I I - J
12. 50% or above of our earning comes from overseas 
/International Funding Agencies assignment
Disagree . . Agr;
strongly strongly
1 02J  3 4 5
13. We focus on a particular segment of the industry/market
Disagree. Agree
strongly strongly
(^1 )2  3 4 5
V i I imJ
14. We regularly advertise to promote our firm's service (s)
Disagree Agree
strongly ■ strongly
" l ) 2  3 4 5
15. We are known as a specialist firm
Disagree Agree
strongly ÿJipngly
1 2 3 4 [ 5 ;
I I I I T
IS. Please provide the following data: •
(j) volume of assignments completed in terms of man-hour^ ov=r 
the last three years (1993 - 1995)
1993
1994
1995
(ii) average rate of repeat business (clients to whom^you had 
worked previously) over the last 3 years (1993-95)
19931994 1995
Less than 10%. • □ □ □
11%-20% ■ a '
S r
□
21%-30% □
31%-40% □ □
41%-50% □ □ □
51%-60% □ □
61%-70% □ □ □
71%-80% □ a □
81%-90% □ □ ■ □
91% - 100% □ a '  □
Appendix iii - Protocol list
A list of MCFs in Pakistan from which relevant personnel 
were interviewed.
1. Mr. S.W. Hyder, Arthur Anderson / Sidat Hyder Morshed 
Associates(PVT) Ltd., Karachi.
2. Mr. Riaz Butt, Chief Executive, Business and Consultancy 
Services (PVT) Ltd., Islamabad.
3. Mr. Reza. H. Syed, Chief Executive, Datamation management 
Consultancy Services, Karachi.
4. Mr. K. M. Hussain, Deloitte Touche Tohmatsu International 
/ Khalid Majid Hussain Rehman, Karachi.
5. Dr. M. Nazeer, Development Research Group, Islamabad.
6. Mr. P. Muslim, Senior Audit Manager, Ford, Rhodes, 
Robson, Morrow, Karachi.
7. Mr. H. Ahmed, Sole practitioner. Management Advisory 
Centre, Karachi.
8. Mr. S. Hashimi, Chier Executive, Maricon Consultants 
(PVT) Ltd., Karachi.
9. Mr. S.S. Ali, Director and Mr. M.A. Motiwala, Senior 
consultant. National .Management Consultants (PVT) Ltd., 
Karachi.
10. Mr. A. Ali, Chief Executive, Pro Plan, Karachi. 
Executive
11. Mr. T. Abbas, Deputy Chief, Planning Commission, 
Islamabad.
12. Twenty First Century Consultancy and management Services 
(PVT), Karachi.
Appendix iv: Questionnaire Responses Data
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Appendix vi: Performance Data (Dependent Variables)
Dependent. Dependent
i/ariable 1 Variable 2
MCF Ref: .\ge  of Average Average Man-hour Average
Irm  upto Vlan-hour Number o f S ta ff per % of repeat
1995 Dver 3-year over 3-year coifeullant business
over 3-vear
11 1 dna 1 dna dna
21 1 dna dna dna dna
2.1 4 dna 1 dna dna
4 l 3 21,824 10 2 J 8 2 75.5
5| 2 3.840 1 3,840 65.5
6 | 5 2.275 2 1,138 14.4
7 | 7 3,367 4 842 15.5
8 l 9 4,833 9 537 35.5
8 14,400 12 1.200 35.5
10 9 325,000 107 3,037 45.5
11 9 121.000 26 4.654 -8 & 8
12 6 dna 2 dna dna
13 5 8,400 5 1,680 70.4
14 7 33,000 26 1.269 35.5
15 8 66,600 20 3,330 55.5
16 9 344,166 102 3,374 25.5
17 8 89,667 69 1,300 25.5
18 25 215,667 111 1,943 3&8
19 7 dna 27 dna 65.5
20 7 dna dna dna dn
21 6 10,667 15 711 12.7
22 14 5.520 2 2,760 25.5
23 19 dna dna dna 15.5
24 24 dna dna dna dna
25 35 dna dna dna 95.5
26 19 3,157 5 633 55.5
27 10 106,060 30 3.535 3&8
28 16 2,924 1 2,924 10
29 35 dna dna dna dna
30 16 dna dna dna 50.4
31 39 102,400 43 2,381 72.2
32 13 dna 12 dna 32.2
33 14 dna dna dna dna
34 37 dna 3 dna dna
35 9 dna 82 1 dna 65.5
36 33 26,700 15 1 1,780 55.5
37 16 dna 10 1 dna 65.5
1
1
1 1
Note: dna denotes for data not available i \
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